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NATIONAL ECONOMIC POLICY 


COMPREHENSIVENESS, COMPARISON, COUNTERCHECKS NECESSARY IN STUDYING ECONOMIC 
SITUATIONS 


Beijing CAIWU YU KUAIJI [FINANCE ANT ACCOUNTING] in Chinese No 4, 20 Apr 79 
pp 1-5 


[Article by Cai Bianwen [5591 6708 2429)] 


[Text] At present the focal point in the work of the whole party and the 
entire nation is iu the process of being shifted to the construction of 
socialist miodern/zation. The realization of the four modernizations is 

a great advance, unique and unprecedented in history. To adapt to this 

turn in history, financial work too is faced with grave and important tasks, 
namely to transform ideology and work style, to adjust proportions, to over- 
haul the financial administration, to reform the organizational system, to 
strengthen the overall balance and to advance toward higher levels of manage- 
ment. This great advance requires vigorous action as well as safe and re- 
liable measures, progressive action as well as adjustments, emancipation 

of thought as well as original ideas, and it also requires everyone to 

start out from the actual conditions and to uphold the principle of seeking 
truth on the basis of objective facts. The communique of the third plenum 
of the llth CCP Central Committee pointed out: “Only if all comrades of 

the party and the entire nation will free themselves of old ideas, intensive- 
ly study the new situation and the sew problems, uphold the principle of 
seeking the truth on the basis of objective facts, proceed in everything 
from the actual conditions and follow the principle of integrating theory 
with practice, only then will our party be able to realize the successful 
shift in the focal point of our work, be able to correctly solve the prol- 
lem of finding the specific road, pc'icy and method for the realization of 
the four modernizations and to reform and correct the relations of produc- 
tion and the superstructure where they are inappropriate for a speedy develop- 
ment of the productive forces.” 





To seek truth on the basis of objective facts is the starting point, the 
foundation and the essence of Mac Zedong Thought. Chairman Mao says: 
"Pacts are all things that exist objectively. The truth is ie inherent 
relationship among objective things, that is, their conforaance to laws. 
Seeking refers to our efforts to study. We must start out from the actual 











conditions as we find thes within and outside of our country, our province, 
our county and our district and from these observations evelve the laws 
that are inherent and not concoct anything by conjecture, #*'*h means, to 
point out the internal links in the relations of events occi.:ving around 
us to serve as guides for our actions.” 


In uphoiding the principle of seeking truth on the basis of objective facts 
the key is to first of all set the facts straight, just as in clarifying 

the state of things, strengthening determination and correcting our policies, 
the key is to gain a clear understanding of the situation. To set the facts 
Straight and to gain a clear understanding of the situation are things not 
easily achieved; they require strengthening investigation ana study <« 
furthermore giving attention to one question of the utmost importar:s. 

namely to comprehensiveness, comparison and counterchecks. 


Comprehensiveness 


Comprehensiveness means to look at the front as well as at the back, at 
advantages as well as at disadvantages (as the common saying has it, where 
there are advantages there are also disadvantages); it means we must listen 
to affirmative opinions as well as to opposing viewpoints. In brief, we 
must listen to praise as well as condemnation. We must weigh both sides, 
the pros and the cons, merits and demerits and strive to gain a very compre- 
hensive understanding. Wei Zheng of the Tang dynasty said, “Listen to both 
sides and be enlightened, heed only one side and you will be benighted,” 
which expresses this very idea. 


Chairman Mao has always taught us that we must shun svbjectivity, one-sided- 
ness and superficiality in studying a problem or dealing with a problem. 
The subjectivity he referred to is the inability to look at a problem objec- 
tively. The one-sidedness that he referred to is the inability to view a 
problem comprehensively. The superficiality he referred to is the inabi- 
lity to view a problem in the special features of its overall contradiction 
and in the various detail aspects of its contradiction, seeing through the 
outer appearance and penetrating to the inherent essence of things. In 
one word, it is the inability to apply the materialist and dialectic view- 
point in examining a problem but rather using a subjective and metaphysical 
viewpoint. For instance, speaking of financial and economic work, to com- 
prehend only what is needed and not what is possible, to comprehend only 
accumulation and not consumption, to comprehend only high speed but not 
proportionate development, to comprehend only management by levzls and 
numbers of people and not to comprehend the strengthening of the integral 
equilibrium, to comprehend only a local sector and not comprehend the whole 
entirety, to comprehend only decentralized authority and not centralized 
authority, to comprehend only the service aspect and not the supervisory 
aspects, and so on. In summary, it means not to comprehend the various 
special aspects and features of the contradiction. Speaking of the service 
aspect and the supervisory aspect commonly met with in financial management 
and financial affairs, these are basically two aspects of one and the same 











thing, they are the unity of a contradiction. Any fund allocations, whether 
they are funds to support agriculture, funds for renewals and reconstruc- 
tion, investments for capital constructions that are allocated according 

to needs, constitute service. At the same time it must be examined whether 
the allocat«on agrees with the state plan, vhether it was secure as far as 
needed supplies and materials were concerned, whether it would produce the 
best economic results; all this is the supervisory aspect and supervision 
aims at improving service. Is it possible to have only service without 
supervision, or only supervision without service? This is practically 
impossible. The reason why service and supervision should not be placed 

in an opposite position is that it would not accord with reality. It is 

of course not an easy matter to correctly integrate service with super- 
vision, to guarantee in a planned way everyone's reasonable needs of capital 
funds and thus serve the speedy development of productive construction «rd 
also to exercise economy, produce more with less expenditure, to strengthen 
supervision and conduct affairs according to the state plan and state regu- 
lations and at the same time adhere to the principle of seeking truth on 

the basis of objective facts and to fully convince the units that are in 
need of the funds and make them feel that it is an assistance and not «a 
hindrance. It is even less possible to achieve by a merely cursory inspec- 
tion a genuine integration of needs and possibilities, of centralization 

and decentralization of authority, of accumulation and consumption, of speed 
and proportionate development, etc., and thus to strengthen the integral 
balance. In this respect the key to a correct eclution of the problem is 

to go deep into the realities of life, investigate the realities, inquire 
from the masses, see more (investigate the various aspects of a problem), 
listen more (solicit opinions from various quarters), think more (relate 

all conditions that your investigations have shown and all opinions and 

give them careful consideration). Can we find any “miraculous method"? 

Can we take a “short cut"? Is there any effortless way? Chairman Mao said: 
"The most effortless: way in the world is the way of subjectivism and meta- 
physics because there people can let loose irresponsible talk without basis 
in the objective realities and without any test by objective reality. With 
materialism and dislectics, an effort is required; they require to be based 
on and tested by objective reality. If the effort is not made one will 
lapse into the quagmire of idealism and metaphysics.” 


In order to set the facts straight it \s therefore necessary to engage in 

a large amount of investigation and study, collect all the available material, 
and furthermore examine and consider all the various aspects of things and 

all their various relationships. Without any investigation, it will certe 

ly be like “a blind man riding a bliud horse and approaching a deep lake 

in the middle of the night.” Even by getting together just a few bits and , 
fragments and using these few data to arrive at a conclusion will often show 
that a -light omission will lead to big errors. The reason why our inves- 
tigation must be comprehensive and penetrating, systematic and thorough, 

why it must extend from this exemplary case to that, is exactly because ve 
must gain a comprehensive understanding of the facts as they exist objec- 
tively, collect all available data and arrive at correct conclusions, guided 














by the principles of Marxism-Leninism. To achieve this we cannot rely on 
subjective imagination, on a moment's enthusiasm, or on mechanical bookish 
learning. Nor can we just seize on one aspect and ignore all others, “cite 
one thing and leave out ten thousand others,” "attend to one thing and lose 
sight of another,’ and we should even less “turn things upside down” and 
“put the trivial above the important.” Of course, comprehensiveness does 
not mean to include every kind and all things from A to Z, but rather should 
seize on that portion of data that can manifest the special features and 
characteristics of things. 


To set things straight we must solicit opinions from many quarters and give 
particular attention to obtaining the opinions of those comrades who have 
practical experience. In the “Autumn and Spring Annals” of Lu Buwei it 
says: “Doubtful evidence must be investigated; the investigation must be 
done by qialified men,” and “when about to enter a marsh, enquire from a 
shepher< bor; when about to embark on water, enquire from a fisherman,” 
which ««xpresees this idea. Why is it that twins, who are difficult to 
disti»euish, will never be mistaken for each other ty their mother? It is 
becau-. “the knowledgeable are able to judge." We are therefore to solicit 
opinions from those comrades who are “krowledgeable to judge,” and shall 
not merely drift about on the surface, “sit high and discourse upon the 
Doctrine.” If at times a great discussion ensues with lengthy debates, 
this is not a bad phenomenon. On the contrary, when even “crows and spar- 
rows fall silent” that is a sad state of affairs indeed. Emperor Tai-zong 
of the Tang dynasty praised Wei Zheng for his criticism and suggestions, 
“when he took his place at the table, he was like the “xian” and “wei” belt 
ornaments,” used as objects pointiag to something opposite as an admonition 
and warning. The “xian” refers to the tension of a bowstring and the “wei” 
to the softness of soft leathr. The ancients said: "“Ximen Bao was an 
impetuous man; he wore a piece of soft leather on his belt to remind him 

to soften his attitude. Dong Anyu was easy going; he wore a bowstring on 
his belt to urge him to faster action. The belt pendants were speechless 
objects and yet the ancients used them to remind them to remedy their faults. 
We have the exceilent tradition of the mass line; why not go into the masses 
to supplement one's own deficiencies? To make arbitrary decisions and take 
autocratic action, to run a “one-voice meeting ha)" and issue foolish 
orders, ail such acts are intolerable and must be .orrected because they 
are subjectivist methods which are contrary to science ani anti-Marxist. 
They are “the great enemies of the communist party, of the working calss 
and or the people and a manifestation of impurity in party spirit.” 1° we 
proceed according to these principles, it will spoil everything and ruin 
party and country. 


Comparison 


Comparison is to subject to analytical comparison all the various condi- 
tions and opinions that have been ascertained in order to arrive at a cor- 
rect conclusion. There is a common saying: Uon't worry about now know'ng 
much about the goods, just compare and you will see which is better. There 
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is also a saying: When weighing two evils, choose the lighter; when weigh- 
ing two advantages, choose the weightier. That is what comparison is. 


All things are interrelated. To gain an understanding of things, it is 
necessary to comprehend them from their relationships and analyze them by 
comparisons. Truth and falsehood, fragrant flowers and poisonous weeds, 
the truly good and beautiful and the spurious evil and ugly, are all extant 
and present as Opposites. Only by comparing can one distinguish; only by 
distinguishing and by struggle can there be development. 


How is comparison to be carried out? There is no other way than the “left- 
right, front-reverse method" and the "ancient-modern, Chinese-foreign method.” 
In this respect, Chairman Mao in his studies of problems has set some very 
good examples for us. For example: 


The left-right comparison: speaking of protracted warfare and comparin; 
China and Japan of those days: Japan was small but strong, but: in retreat 
it would find little to support it; China was large but weak, but in an ad- 
vance it would find much that would support it. This comparison proves that 
both the theory that China would perish and the theory of a war of quick 
decision, were wrong, and that the correct conclusion was to persist in a 
protracted war which would bring victory for China and defeat for Japan. 

A kind of left-right comparison is also to be found in the comparison 

of the model villages of Chang-qu and Cai-xi with the bureaucratic muni- 
cipality of Ding-zhou mentioned in the article "Show solicitude for the 
livelihood of the masses, pay attention to work methods,” when speaking of 
the expansion of the Red Army and the collection of land tax and sale of 
government bonds. 





The front-ceverse comparison: for instance in the case of the united front 
policy, comparing Chen Duxiu and Wang Ming, one being a right opportunist 
who only stresse aiting without paying attention to struggle and the other 
being a left opportunist who only stressed struggle and paid no attention 

to uniting. Here the correct conclusion was to unite as well as to struggle; 
if unity were arrived at through struggle it would persist, but if it were 
arrived at by yielding it would perish. Another similar kind of compari- 
son is contained in the article "Problems of Economy and Finance During 

the War of Resistance Against Japan" with regard to financial policy. On 
the one hand opposition was voiced against the one-sided erroneous view- 
point that the government should implement "benevolent government" while 
disregarding the needs of the war of resistance. On the other hand opposi- 
tion was voiced against the Guomindang ideology of "draining the pond to 

get all the fish," which merely paid attention to the needs of the war of 
resistance and disregarded the hardships of the people. The correct slogans 
put forth by the party were: "Develop the economy and guarantee supplies," 
"Pay attention to both private as well as public interests," and "Pay atten- 


tion to both the interests of the army and the interests of the people." 














The “ancient-modern, Chinese-foreign method" is very similar to the “left- 
right, front-reverse method" in that it consists of nothing else but hori- 
zontal and vertical comparisons. These comparisons can be viewed against 

an ancient or modern background, or against a Chinese or foreign backgrceund. 
For instance, in his disci\ission of democratic centralism, Chairman Mao 
uses the struggle between the State of Chu and the State of Han, in which 
Liu Bang won and Xiang Yu was defeated, to illusrate the importance of 
promoting democracy. He explains that if one man's word is all that counts, 
that man will seek to become a hegemon and will be called a despot. If he 
does not mend his ways he will not escape the fate of having to "take leave 
of his favorite” [title of a popular stageplay]. This is an "ancient-modern" 
comparison. In his article "On the Ten Major Relationships," which deals 
with methods of management in enterprises, the high efficiency, small number 
of workers, expertise in business to be found in the enterprises of indust- 
rially advanced countries, it is suggested that all this must be system- 
atically studied and utilized to improve our own industry. This is a Chinese- 
foreign comparison. Of course, a comparison with something “ancient” need 
not go back thousands or hundreds of years, a comparison with last year 

or the best or the worst periods in history may also constitute a compa. i- 
son with “olden times." A comparison with "foreign" conditions need not 
only be a comparison with conditions in foreign countries but may comprise 
comparisons between different departments, different provinces and between 
different factories. 


To carry out comparisons of this nature means to analyze and synthesize 
on the basis of investigations. 


We often use the comparison of new and old in carrying out class education; 
in the editorial comment on “The High Tide of Socialism in Chinese Agricul- 
ture” Chairman ’10 praised the "four comparisons and five ways of accounting;" 
in our work concerning commodity prices we establish price parities between 
industrial and agricultural products and between grain and cotton; in our 
financial statistical report forms we list not only absolute figures but 
also relative figures (percentages), not only figures achieved in the cur- 
rent period but also comparisons with the corresponding periods of the pre- 
ceding year and sometimes additionally comparisons with record levels 
achieved in the past and with record levels achieved in that particular 
branch of industry, etc.; all this is being done in order to arrive at a 
good comprehensive understanding of facts through analysis, comparison and 
synthes/‘s. 





For the same reason we often put forward several different plans to select 
from, whenever we build a railway, a factory, open a new mine or propose 
improvements in certain items of work. People often cite Zhu Geliang as 

the symbol of a clever and wise man, but what is the basic meaning of the 

word "cong ming" [clever]? "Cong" denotes a sensitive ear and "ming" de- 
notes a sharp eye. If a man has a sensitive ear and a sharp eye he is well 
equipped to observe every kind of thing and to listen to every kind of opinion 
and will also be able to apply scientific analysis, comparison and compre- 
hensive study. In a word, he will be capable of drawing on collective 
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wisdom and of absorbing all useful ideas. Im fact the phrase "to draw on 
collective wisdom and ab rb all useful ideas" is from Zhu Geliang's chap- 
ter "Learn with the Masses." It is therefore a very appropriate expression 
if people talk of having a "Zhu Geliang meeting” whenever they want to sti- 
mulate everybody to contribute opinions at a time when certain difficult 
problems are being faced. 


To make comparisons is a fundamental method for man to acquire knowledge 

of things. Chairman Mao therefore once said: "to learn and adopt the good 
experiences and the good work style of other departments, other provinces, 
other municipalities, other districts and other units, this kind of pro- 
cedure sheuld be made one of our fixed institutions." 


Countercheck 


In a countercheck a certain matter, after its preliminary determination 
following investigation and comparisons, is given another cool-headed re- 
appraisal, is spread out again and thought over, and even though it may 
have had unanimous approval, several possible opposing viewpoints are taken 
into consideration, it is given another thorough scrutiny. The purpose of 
countercheck is to clarify one step further all the facts of the case. 


We have often experienced that the CCP Central Committee has made a decision 
in a certain matter but frequently first given it out in the form of a draft 
or draft for trial implementation, on the one hand soliciting opinions and 
on the other hand having the decision implemented on a trial basis, and 

only later, on the basis of results shown in the trial implementation, the 
decision was amended and again issued in official form. This is also an 
instance of countercheck in order to further clarify all the facts of a case. 





The reason why we want to have this kind of countercheck after a matter 

has been preliminarily determined, following its comprehensive investigation 
and analytical comparison, is because it is so difficult, something that 
cannot be accomplished in one move, to reflect comprehensively all the facts 
of a case. First of all, things are all interrelatec and continuously 
changing. They also generally show an outer appearance and hide their 
essential content; they show one aspect and keep other aspects out of sight. 
Hearsay and gossip, baseless rumors, if repeated over and over, are fre- 
quently firmly believed. Often for the same reasons it is said that "three 
persons can start wild stories," and that "for every event there is a good 
reason but investigation reveals no evidence.” Secondly, since truth 

that hes passed the test of practice is absolute as well as relative, chang- 
ing conditions require that it undergo renewed practical experiences to 

gain additional understanding and to be continuously deepened and continu- 
ously perfected. Let us take a saltworks as an example. It conducted 

three tests and came to three determinations as to the relationship between 
the depth of the brine and the yield of salt. In the first test, conducted 
at the peak of the brine evaporating season in clear and bright weather, 

the brine was evaporating fast. With the brine at depths from 2 to 6 cm, 























the deep brine showed an increase in yield of 14.5 percent, so that they 
determined as a rule, "crystallization occurs best in deep brine." In the 
second test, conducted in the off season for brine evaporation with long 
spells of spring rain and cloudy and rainy weather, the results of the 

test showed that shallow brine yielded 25 percent more salt than deep brine. 
As a consequence it was concluded: "In peak season crystallization was 

best in deep brine, in the off season the depth of the brine must be app- 
ropriately reduced." The third test was again conducted in the peak season 
but due to abnormal, partly cloudy, partly rainy weather, the results showed 
that in deep brine the yield was down but in some cas s of shallow brine, 

in contrast, the yield had increased. Asking an old worker for the reason, 
he replied: "It depends on the weather how the job is to be done! In this 
kind of partly cloudy and overcast weather, deep brine is disadvantageous, 
in shallow brine crystallization will be faster." As a consequence they 
determined now one step further as their rule: "Deep brine should be the 
dominant method; methods of deep and shallow brine should be combined and 
adjusted according to the weather." As for financial work, in the question 
whether surplus cash from the preceding year may be drawn on, experience 
provides the following changeable stages: all such funds can be used, no 
part of such funds must be used, and finally, in general it is inadvisable 
to draw on such funds but partial use may be permitted according to cir- 
cumstances. These examples show clearly that even that truth which has been 
tested in practice has its limitations and must be integrated with the actual 
conditions of the locality and must be established on the basis of place 

and time. Thirdly, “even the wise are not free from error." Whenever con- 
templating various alternatives, taking into account all aspects, good and 
bad, favorable and troublesome, the possible and the impossible, and the 

way this step will dovetail with the next, etc., be as circumspect as pos- 
sible and as cautious as possible. 


We must therefore not regard as completely safe an opinion that is supported 
by the majority. We must review it cool-headedly, check whether it may still 
contain any errors, whether it has any flaws, any insufficiencies or aspects 
that may lead to misunderstanding. We must even go so far as to consider 
various opposing viewpoints (which may possibly come from other departments 
and other areas that have some connection with the matter under consideration.) 
check whether they are reasonable and convincing. For instance, in the 
present discussion of using economic methods in business administration, 

it is proposed to change the method by which capital is held in enterprises 
from free-of-charge use to remunerated use (charging interests) and to change 
the free-of-charge allotment of funds for basic constructions to a system 

of loans with interest charges. There are experiences in foreign countries 
that could serve as reference, possiblY these are good ideas, but we also 
have to consider: did we not follow a system of "all funds are credit" 

at the time of the great leap forward, that is, own funds and borrowed funds 
are all bank loans on which interest was charged? What was the effect? 

Did we not grant short-term and long-term loans in support of agriculture, 
loans which could not be recovered in the end when millions and millions 

of yuan had to be written off? Then others, for instance, suggested that 




















tax revenue should be increased, cutting down profits of enterprises and 
thereby forcing them to stricter economic accounting. This may perhaps 
also be a good idea, but we also have to consider, in general, profits are 
low in our commercial and industrial enterprises, however profits are fairly 
high in the Daqing oil field, but it does not follow that business admini- 
stration is better in the low-profit commercial and industrial enterprises 
compared with the high-profit Daqing oil field. Why is this so? Whea we 
have a problem to ponder and are able to weigh the possible advantages of 
several opposing viewpoints and, testing them, are able to obtain satis- 
factory answers, we will then be able to think the matter through more 
thoroughly and more penetratingly, we will then be able to link up in our 
considerations this measure and various other measures and will avoid wish- 
ful thinking and looking at problems in isolation or thinking in absolutes. 


We must therefore also not consider a matter as having nothing in its favor 
only because a majority opposed it; at times the truth is not necessarily 

in the hands of the majority. The way the Brest-Litovsk Peace Treaty was 
handled by the Soviet Bolsheviks and the way our party handled the Xi'an 
Incident are clear examples. Even in erroneous ideas there may be some 
correct elements. We must therefore give even more attention to the opinions 
of minorities and study them carefully. If the opinion of the minority is 
correct, we must persuade the majority, and if it is temporarily not possible 
to come to an understanding, we shall have to wait. However, communists 

must always firmly uphold the truth and correct their mistakes, and never 

do anything to the contrary. 


In observing comprehensiveness, comparisons and counterchecks, will we not 
be hesitating too long about next moves to make or be unduly dilatory in 
our actions? This is not likely. Firstly, we are dealing here with impor- 
tant matters that are awaiting decisions or revisions, not the day-to-day 
work on which decisions have already been made. Only important matters 
must be dealt with the way we described. Secondly, this is exactly the 
"thinking it over seven times before cutting the cloth" that Lenin talks 
about. After the decision has been made, go to it energetically and make 

a good job of it. This attitude has nothing at all in common with hesitant 
and dilatory work styles. On the contrary, when these principles have been 
violated during capital construction work, we have surveying, designing 

and constructing becoming building, transforming and moving, all going on 
at the same time, with the results coming out contrary to one's wishes, 

and haste making waste, which is the best elucidation of these principles. 





Dialectical materialism is the world view of Marxism, as it is also its 
methodology. Employing this world view to understand the world, to guide 
the revolution, to engage in production, guide practice, that is methodo- 
logy, which cannot be separated from world view. Therefore, investigation 
and study in depth, comprehensiveness, comparisons and counterchecks, all 
require us to uphold the Marxist stand, viewpoint and method in our efforts 
to transform the objective world and the subjective world. Otherwise, even 
getting down to the job and investigating will not get the desired results 
because of an incorrect stand, viewpoint and methodology. 








In the last few years, during the time that the idealism of Lin Biao and 

the “gang of four" were on the rampage and their metaphysics ran wild, we 
suffered more than enough from idealism, metaphysics and one-sidedness. 

In our advance toward the four modernizations we must use Mao Zedong Thought 
as our spiritual weapon and allow materialism and dialectics to guide our 
work. We must always proceed from the actual realities, accepting practice 
as our criterion for testing and opposing every kind of formal idealism 

and metaphysics. This is the key to accomplishing the shift in the focal 
point of our work. 


8453 
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NATIONAL ECONOMIC POLICY 


COMPREHENSIVE BALANCE OF NATIONAL BUDGET URGED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 5, 20 May 79 
pp 1-5 


[Article by Tian Yinong [3944 0001 6593)] 


[Text] The Third Plenary Session of the llth CCF Central Committee decided 

to shift the focus of work for the whole party as from 1979 to the construc- 
tion of socialist modernization. This great historical turn poses new and 

even higher demands on every item of our work. How can our work of finan- 

cial budgeting be adapted to the new situation, how can it be smoothly shifted, 
how can it start out right, to make new contributions to an adjustment 

of the national economy and to speeding up the four modernizations? Judging 
from past historical experiences and the present actual conditions, the 

most pressing problem is the need to strengthen the work toward achieving 

a comprehensive balance of the national budget. 


1. The national budget is the basic financial plan of our country. It is 
the important tool for the planned concentration of funds and rational dis- 
tribution of funds. On the one hand it concentrates in. a planned way the 
larger part of the national income created by the various economic depart- 
ments, and on the other hand it again effects a planned redistribution of 
this income, thereby guaranteeing a further development of the national 
economy, a gradual improvement in the material and cultural livelihood of 
the people, as well as the financial requirements for a consolidation of 

the dictatorship of the proletariat. The national budget therefore fulfills 
an important function in the political and economic life of our country. 
Comrade Mao Zedong once clearly pointed out: "The national budget is an 
important question. It reflects the entire national policy because it 
determines the scope and direction of all government activity.” The Consti- 
tution of our country stipulates that the national budget and final accounts 
as well as the local budgets and final accounts must be examined and app- 
roved by the people's congresses at different levels. The budget expresses 
the power of the people as masters and makes clear the important position 
the national budget occupies in the political and economic life of our 
country. 
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In the process of actually compiling and implementing our country's budget 
ve must engage in a large amount of penetrating and painstaking work in 
order to guarantee a comprehensive balance in all its aspects. What then 
is the most important content and significance of achieving a comprehensive, 
balanced national budget? 


Firstly, through a comprehensive balance the national budget will correctly 
implement the party's line, direction and policy. 


The national budget reflects the country's main financial resources and 
their activities; it is one of the key elements in the three great balances, 
namely of manpower, material strength and financial strength, within the 
comprehensive balance of the national economy. The questions arising dur- 
ing the compilation of the national budget, such as from where and to 
what extent to collect funds, where to employ them, to what extend to arrange 
various undertakings, all these questions concern the scope and direction 
of our country's economic activities. In our work of comprehensively bal- 
ancing the budget we must therefore first of all study and consider again 
and again whether the various items of capital collection and distribution 
implement the party's line, direction and policy. 


The party's 11th National Congress and the Fifth People's Congress deter- 
mined the main task of our country's socialist revolution and socialist 
construction in the new era and clearly pointed out to us the direction 

of our great new long march. Our national budget must carry out consis- 
tently and thoroughly the line of the llth Party Congress and struggle for 
the realization of the main task in the new era. At the same time it must 
implement the policy of “agriculture to be the foundation and industry the 
dominant factor" to develup our country's national econory and implement 

the policy of “develop the economy and ensure supplies" and various other 
related policies, so that the budget will provide the foundation for further 
economic advances and on this basis raise more funds, guarantee the most 
rational and most effective use of the funds for the various constructive 
undertakings and guarantee the planned, well-proportioned and rapid develop- 
ment of our national economy. 


Arduous struggling to build up the country through thrift and hard work 
and practicing strict economy must be the principles to be firmly upheld 
for a long time during our country's socialist construction. As early as 
at the time of the war of resistance against Japan, Chairman Mao pointed 
out: "Practicing thrift is something that must have the attention of every 
organ, but must have the special attention of the organs concerned with 
economic and financial work." For that great objective of ours, the reali- 
zation of the four modernizations, a huge amount of capital funds will be 
required, however our country is still an economically backward country 

and construction funds will mainly depend on our domestic accumulations, 
which means we must practice all-round economy for a protracted period. 

The work of comprehensively balancing the national budget must in all under- 
takings carry out a system of strict economies, eliminate all unnecessary 
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expenses, energetically reduce all nonproductive expenses, put an end to 
all waste and strive to accomplish much with little expenditure. 


Our party's line, direction and policy express the basic interest and aspira- 
tions of our people and also correctly integrate the people's long-term and 
their current interests; they deserve foremost consideration in the work 

of compiling and comprehensively balancing the national budget. 


Secondly, through comprehensive balancing, correctly reflect and deal with 
the various proportionate ratios between revenue and expenditure in the 
national budget. 


The problem usually met with when compiling the budget is the contradic- 
tion between need and availability of funds, especially at the present junc- 
ture when all our various fronts intend to speed up the pace of the four 
modernizations but when we are faced with the task of reversing the current 
of events and instituting full-scale reconstruction in the wake of the 
long-term sabotage of Lin Biao and the “gang of four.” At this time the 
contradiction of need and availability of funds is particularly conspicuous. 
Under these conditions there are two ways or organizing the balancing of 
the budget. One way is a passive one, namely not to actively open up new 
financial sources but to plan by reducing expenditure that has already 
teached its absolutely necessary minimum and thus try to obtain a balance 
of revenue and expenditure. Throughout history we have never used and 
always opposed this passive method of balancing. Another way is the posi- 
tive method, namely first of all to focus attention on developing the eco- 
nomy, opening new sources of finance, tapping to the fullest all potential 
for an increase in production and an increase in revenue and make every 
effort to increase income, increase expenditure, increase construction, 
based on the objective possibilities and the state policies and laws, pro- 
mote speedy development of the national economy but also uphold the princi- 
ple of balancing income and expenditure, if possible with some surplus. 
Throughout history we have always proposed and carried out this kind of 
positive method of balancing. Of course, the positive method of balancing 
cannot satisfy every need. Apart from the contradiction between need and 
capability, we must here also deal correctly with the relationships between 
the whole body and local sections and between points of high importance and 
general needs. The work of comprehensively balancing the national budget 
must therefore proceed on the principle of unified planning with due consi- 
deration to general needs, thus establishing a reasonably proportionate 
relationship between the various items of expenditure, for instance, what 
proportion to spend on economic construction, on social, cultural, educa- 
tional and health service items, and what portion to spend on national def- 
ense and government administration. For another instance, how much of the funds 
are to be taken up by accumulations, by consumption, by agriculture, light 
and heavy industry, etc. We must observe the direction and policy of the 
party, consider the needs and capabilities, arrive at a reasonable arrange- 
ment and thereby promote a planned, well-proportioned and speedy develop- 
ment of the national economy. 
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Thirdly, through comprehensive balancing, the relationship of fiscal funds 
and credit funds as well as the relationship between fiscal funds and commo- 
dity equilibrium is to be correctly handled. 


The economy determines financial dispositions, and financial dispositions 

in turn influence the economy. The comprehensive balancing of the finan- 
cial budget must most certainly not be limited to merely considering a 
balancing of revenue and expenditure. Even more importantly it is to 
coordinate the study of the comprehensive situation with a consideration 

of the development of the entire national economy. There cannot be the 
slightest doubt that the state budget must take the national economic plan 
as its basis, while the distribution and application of funds from the 
national budget in turn directly affect the realization of the national 
economic plan. Comrade Hua Guofeng pointed out: “The financial and banking 
work, which is the most important tool for the distribution of funds, must 
certainly take economic work as its basis. The question whether the econo- 
mic developments achieve greater, faster, better and more economical results 
is also to a very large extent determined by whether accumulations are ample, 
whether distribution and credit is reasonable, whether turnover is speedy 
and whether the application of the funds is correctly administered and super- 
vised.” This requires that in conducting the work of comprehensively bal- 
ancing the state budget and basing this work on a balance of the fiscal 
funds themselves, we must pay attention to firmly upholding a balance bet- 
ween fiscal funds and credit funds and an equilibrium between financial 
credits and commodities. Beyond that we must carefully study how to intro- 
duce new technologies from foreign countries, utiliuing the balanced rela- 
tionship of foreign funds and foreign exchange earnings, etc. In summary, 
through the work of comprehensively balancing the financial budget, we can, 
and furthermore must, detect certain unbalanced aud weak sections in the 
national economic draft plan, propose necessary suggestions and measures 

and promote the effective comprehensive balancing of the national economy. 


Fourthly, through comprehensive balancing achieve a good distribution of 
the funds for use so that limited funds will bring about even greater eco- 
nomic results. 


To solve the problem of providing the large amount of funds required for 
the four modernizations is an arduous task. Accumulation of funds relies 
on the one hand on enterprises tapping potential, increasing production, 
increasing income, and on the other hand it also relies on effecting econo- 
mies and through these economies arriving at increased production and greater 
speed. However, at present there are some departments and units where 
serious conditions of extravagance and waste exist, squandering the assets 
of the state. This problem must be solved through increased ideological 
education, stricter financial discipline and improved financial management. 
At the same time, much of the loss and waste has been caused by the lack 
of comprehensive budgeting by thoughtless planning and inappropriate dispo- 
sitions of the past. Economies brought about by planning are the largest 
kind of economies. Waste brought about by planning is the greatest kind 
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of waste. An estimate of the amounts involved would be alarming. fFor 
instance, factories built up with a large expenditure of funds couid not 
start operations because of insufficient electric power. Coal that vas 
mined in arduous labor by broad masses of workers was stocked up over long 
periods of time because of insufficient transport facilities, and finally 
burned up due to spontaneous combustion. Some factories with a large pro- 
duction capacity operate on a stop-and-go basis because of the shortage of 
certain raw materials. Some basic construction projects were left half 
finished due to insufficient material and funds; they are still awaiting 
material, etc. Although the reasons for these problems are varied, the 
one most important reason is that there had been no comprehensive balancing 
in the economic planning work. Of course, these questions must first of 
all be solved through a good comprehensive balancing of the national eco- 
nomy. At the same time the disposition of financial funds must also pay 
attention to a solution of these problems. We must therefore strengthen 
the work of comprehensively balancing the financial budget, distribute the 
limited funds to departments and units that are most important for the de- 
velopment of the national economy and make efforts to eliminate the weak 
sectors in the national economy in order to achieve the best possible eco- 
nomic results. 





2. The Third Plenary Session of the llth CCP Central Committee pointed out: 
"The basic policies contained in the ‘Ten Major Relationships,’ Chairman 
Mao's 1956 summary report on our experiences in national economic construc- 
tion, which were objective reflections of the economic laws as well as 
important guarantees for political stability, are still retaining impor- 
tant significance as guiding principles.” In order to do a good job in 
our work of comprehensively balancing the state budget, we must conscien- 
tiously study this magnificent work, conscientiously study the statements 
of the party central committee headed by Comrade Hua Guofeng concerning 
the main task of the new era and the series of important directives and 
policies to raise our ideological knowledge and clarify the direction of 
our work. In our concrete work of compiling and implemerting the sti.te 
budget, how are we then to achieve effectively a comprehensive equilibrium 
and to the solution of what problems must we give our present attention? 


Firstly, we must dare to reveal the contradictions in finance and economy 
and firmly uphold the principle of conducting effairs according to the ob- 
jective laws of economics. 


What are the criteria for our work of comprehensively balancing the state 
budget? We believe there is only one criterion and that is that the dis- 
position of the budget income and expenditure and the major proportionate 
relationships which the budget reflects, must well accord with the demands 
of the objective economic laws of socialism and must furthermore, in the 
implementation of the budget and passing through the test of practice, be 
truly effective in promoting the planned, well-proportioned and speedy deve- 
lopment of the national economy. 
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Ours is a socialist economy and must the efore observe the basic economic 
laws of the socialist economy, the law of proceeding in a planned and weil- 
proportioned way, the law of velue, etc. We must studw these laws, get to 
know them and utilize them. Otherwise, if ve violate the objective laws, 
we are bound to suffer their penalties. Due to the interferences and sabo- 
tage of Lin Biao and the "gang of four,” combined with the shortcomings that 
were inherent in our economic work, many things are inconsistent with the 
demands of the objective economic laws. We are determined to emancipate 
our thinking, we must dare to face the realities, te expose contradictions 
and to promote a transformation. At present the sost conspicuous probles 
in our economic life is the lack of coordiration in the proportionate rela- 
tionships among agriculture, light and heavy industry. Agruculture, the 
foundation of our national economy, is very weak. If we do not find a 
solution for the problems of our 800 million peasants, it will be impossible 
to realize the four modernizations. The development of light industry has 
not yet truly occupied its required place; its development is slow, designs 
and variety are limited and cannot by far satisfy the damands of the market 
and the needs to improve the livelihood of the people. Since agriculture 
and light industry progress slowly, there cannot be a more rapid advance 

in heavy industry. Within industry itself there is lack of coordination 

in the fields of fuel supply, transport facilities, raw material industries 
and processing industries. Next, there is lack of coordination between 
accumulation and consumption, in the main the capital construction front 

is too extended and furthermore the larger part of capital funds is being 
invested in heavy industry. All department and local districts have engaged 
in extraneous capital construction projects, acting blindly, so that the 
scale of capital construction exceeded the available manpower, financial 
and material capability of the state, with everyone jostling one another 
and nobody getting ahead. The expended sums amount to a considerable figure 
but the investment results are very poor, resulting in many half-finished 
projects, unable to be comprehensively productive for a long time and large 
amounts of funds and material being laid up idle or lost. Due to the fact 
that the capital construction front was overextended, there was pressure 

on agriculture and pressure on the light industry market, it also affected 
to a certain extent efforts to gradually raise the level o! the people's 
livelihood. Furthermore, our country is very backward in science and tech- 
nology and far from the frontline position in science and t.:chnology demamied 
by the four modernizations. In our future comprehensive dail.wncing of finan- 
cial funds we must therefore exert great efforts to support s,riculture, 
with such efforts being tased on a conscientious implementation of the 
party policy and the zeal that shall be aroused in the broad masses of 
peasants. We must gradually raise the proportion of funds allocated in 
support of agriculture within the total financial expenditure, promote agri- 
cultural production to greatest development and thus provide a solid founda- 
tion for the national economy. We shall make great efforts to shorten the 
battlefront of capital construction, concentrating our strength for a deci- 
sive battle and whenever we start a project we shall bring it to completion 
to achieve the most effective economic results from the use of the funds 
that are available. We want to make serious efforts to strengthen the 
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weak sectors in such industries as the coal, electric power, transportation 
and raw material industries, and sust appropriately strengthen the pro- 
portion of investments in light industry. At the same time we must corres- 
pondingly increase expenditures for science, culture, education, etc., so 
as to promote the development of science, education and health undertak- 
ings. On the basis of production development, we want to gradually improve 
the livelihood of the people and raise the level of consumption. There are 
of course many problems due to the reduced accumulation which must be 
blamed on the protracted sabotage by Lin Biao and the “gang of four,” prob- 
lems for which a solution can come only gradually in the wake of further 
development of production and fer which solutions gust not be demanded with 
undue impatience. Without further development of production there can be 
no talk of improving the livelihood of the people; without the state and 
the collective process there can be no benefit for the individual. More- 
over, the introduction of new technologies and new equipment from foreign 
countries for constructive projects must undergo careful consideration and 
careful selection. We must try hard to employ as little foreign exchange 
as possible to bring in key equipment and new technologies that are of 
greatest significance for the realization of our country's four moderni- 
zations. We must not only watch the balance of foreign exchange income 

and expenditure but must in addition dispose in such a way that a 
comprehensive balance is achieved with whole plant installations within 

the country so that imported items can be immediately put into operation 
after erection and immediately show economic results. To sum up, through 
a thorough and effective comprehensive balancing we shall promote a grad- 
ual readjustment of the important proportionate relationships in the na‘ional 
economy which have been out of tune in the past. Without a comprehensive 
balance there will be no proper proportions, and consequently also no high 
speed developments. That has been proven by past practical experiences. 





In this connection one more question must be brought up, namely the mistaken 
trend of leaving sone sort of gaps in our economic planning and financial 
budgeting. A® such plans were arranged they looked balanced on the surface, 
but in actual fact certain problems that awaited solution had been taken 

out of the plan and were frequently omitted. This method conceals contra- 
dictions and is even less conducive to solving these contradictions. Some 
comrades, however, gave this method of leaving gaps in the plan the fine- 
sounding name of “active balancing.” This is indeed a misinterpretation 

of active balancing. Plans in which fund items have been left as gaps are 
plans that give no financial or material assurances, such plans are unre- 
liable; they are intended to bring quick resuits but instead slow things 
down and get nowhere, although speed was intended. This method violates 
objective econovtic laws and sabotages comprehensive balancing. The danger 
that this method entails for our cause of socialist construction is very 
great. Im this respect we have had to suffer enough already. If we do not 
now eradicate this mistaken method, comprehensive balancing will only be 

an empty word. The practice of our country's socialist corstruction confirms 
that financial budgeting does not allow for gaps, but rust rather allow a 
certain leeway to provide for exigencies not provided for in the plen and 
thus safeguard the smooth execution of socialist construction. 
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Secondly, devote some time and energy to an analysis and study of the his- 
tory of present conditions and developmental trends in all important propor- 
tionate relationships in the financial income and expenditure and in the 
national economy. 


If we want to do a good job of comprehensively balancing the financial bud- 
get, we must devote iime and erergy to investigation and study and must 
conscientiously review and summarize the experiences and lessons, positive 
as well as negative, gained in financial and economic work over the 30 years 
since the establishment of our government. We must collect statistical 

dat ond make the necessary exazination of model cases. We must select 
experiences gained at key points and integrate in our analysis and study 

all the important financial and economic proportionate relation-hips created 
in the various periods of our country's socialist construction. We sust 
again and again anaylze and compare, analysing not only the historical 
conditions but even more the present conditions. We must study the new 
conditions and new problems, and in this study develop anything that has 

the character of a law, so as to forecast the future developmental trends 
which may then serve as a guide for our future work. This is a highly inm- 
portant method of effective comprehensive balancing. For instance, in the 
period of the First Five Year Plan the proportionate relations of agricul- 
ture, light and heavy industry and of accumulation to consumption in our 
natioral economy were fairly well coordinated, the concentration of our 
strength on capital construction ensured that 156 important constructions 
were completed and that the war of annihilation was well fought. During 
that period economic development proceeded in a well-proportioned way and 

at high speed. The total value of agricultural production increased an 
average of 4.5 percent annually, and industrial production 18 percent. The 
national income increased an avarage of 8.9 percent annually, and fiscal 
income averaged 12.3 percent. On the basis of a developing production, the 
people's livelihood durjng that period gradually improved. Looking back 
now it appears that the work of planning the national economy and of compre- 
hensively balancing the state budget was done well at that time. The impor- 
tant experiences in arranging the financial budget were the firm insistence 
that income must show accumulation and must aleo be reliable and that through 
energetic efforts tasks would be overfulfilled. In the arrangement of ex- 
penditure, the completion of priority items was guaranteed while consider- 
ation was also given to general tasks, everything vas handled very cautiously 
and allowance made for unforeseen circumstances. We must firmly adhere to 
these gcod methods. However, at certain times the national economy would 
stagnate ani even retrogress. The reason for such occurrences are manifold. 
In economic work, the important reasons were a disregard for objective laws, 
a disregard for the financial strength of the state and its material capa- 
bilities, and rushing into this and that project. thereby causing confusion 
in the proportionate relationships. We must study the past and comprehend 
the new, Reviewing the lessons and experiences of the past and studying 

the historical laws will be extremely beneficial for an effective performance 
in our work of comprehensively balancing the financial budget. 
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Of course we must also give attention to an analysis and study of all the 
important proportionate relations of economics and finance in the moderni- 
zation processes of foreign countries. This will expand our vision, and 
we must absorb, selectively, whatever experiences can benefit us to serve 
as references in our work of comprehensive balancing. 


Thirdly, rely on the masses, check at each level, and level by level do a 
good job of comprehensive balancing. 


Our state budget is composed of a central budget and local budgets. The 
local budgets are again subdivided into several levels. In compiling the 
local budgets at the various levels not only is it necessary to base this 
work on tne budget of the various enterprises, undertakings, capital con- 
struction units and the financial budgets of the various administrative 
organs, but these budgets must also rely for their implementation on the 
broad masses in the various units. The work of comprehensively balancing 
the budget can be accomplished well only by relying on the broad masses. 
The budgeting departments at the various levels right down to the grass 
roots budgeting unite must all do a good job of repeated calculations and 
studying, tapping 7:11 possible potential, giving a positive and reliable 
accounting of incrme and a meticulous and careful accountings of financial 
expenditure, exercising economies, constricting budget expenditures and 
striving energetically to achieve much with little money. At the same time 
we must start out with a consideration of the overall situation. We must 
adhere firmly to the principle of regarding the whole country as one "chess- 
board” in effectively balancing the manpower, financial and material re- 
sources of a particular district or department and must make adequate dis- 
positions of the important proportionate relations in economics and finance. 
This is the only way to effect a check at each level and achieve a balance 
level by level, and to provice a reliable basis for the work of comprehen- 
sively balancing the entire state budget. Of course, the comprehensive 
balance of the state budget is relative as to its disposition. In the 
course of implementing the budget, new imbalances will normally appear and 
will demand that we take appropriate action on the basis of the actual con- 
ditions in order thus to restore a balance. 


When we study how to comprehensively balance the state budget, we must not 
only repeatedly calculate the income and expenditure related to the state 
budget, we must at the same time also give consideration to funds already 
allocated within budgetary administration to the various districts, depart- 
ments, enterprises and units to be managed by them on their own, such as 
the local surcharges, road tolls, charged according to regulation, renewal 
and reconstruction funds left to enterprises, portions of profits retained, 
etc. Taking the country as a whole, these funds amount to a considerable 
figure. These funds are supplementary to the state budget funds. The 

use of these funds must be equally well balanced comprehensively and require 
appropriate disposition of manpower and material resources. Otherwise, it 
will be easy to have items extraneous to the plan harming items within the 
plan, or result in wasted capital and economic results not being what they 
should be. 
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NATIONAL ECONOMIC POLICY 


ECONOMIC JOURNAL OPPOSES HIGH TARGETS iN ECONOMIC PLANNING 


Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 79 pp 3-6 HK 


[Article by Shen Yi [3088 6146]: "Oppose High Targets in National 
Economic Planning, Conduct Readjustment Work Properly"] 


[Text] Since the “gang of four" was smashed, our national economy has 

been restored and developed with great success. However, as a result of 

the interference and disruptive activities carried out by Lin Biac and the 
"gang of four,” quite a few problems remain to be solved in the national 
economy and striking imbalances between some proportionate relations have 
not been completely corrected. The pernicious influence of the ultraleftist 
line carried out by Lin Biao and the “gang of four" for many years has not 
been eliminated. This is the great obstacle to our implementation of the 
policy of readjusting, restructuring, rectifying and improving the national 
economy and to the acceleration of socialist modernization. One of the 
striking manifestations of the ultraleftist line pushed by Lin Biao and 

the “gang of four" in the economic domain was that high targets were blindly 
sought in national economic planning. High targets are an expression of 
the ultraleftist idea that "left" is better than right. Running counter to 
the basic principle of Marxism-Leninism-Mao Zedong thought, it does not pro- 
ceed from the actual conditions and does not respect objective economic 
laws. For a long time, we opposed right but not left deviationism, opposed 
conservatism but not premature advance, wanted to start a project but not 
to discontinue it, and politically emphasized the need to develop the 
national economy rapidly instead of economically analyzing the realistic 
possibility of rapid development. Such were the ideological roots of the 
high targets that appeared for a comparatively long period of time. Because 
of this and also the overcentralization of power in our system of economic 
management, plans with high targets could be pushed through right to the 
basic level without opposition. This resulted in things going contrary to 
our wishes and losses being suffered in our socialist construction. 


What is a high target? Comrade Mao Zedong once said: “No one may imagine 
things groundlessly or plan one's actions beyond the conditions permitted 
by objective circumstances and must not force oneself to do things that 

are impossible to do." ("Preface to ‘Socialist Upsurge in the Rural Areas 
of China,'" "Selected Works of Mao Zedong," Vol 5, p 224) Furthermore, he 
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said: “Il propose that the words ‘safe and feasible’ in the 1956 state 
budget report be changed to ‘fully feasible’...not fairly feasible but 
fully feasible. It is not easy to be fully feasible.’ ("Speech at the 
Second Plenum of the Eighth CCP Cintral Committee,” "Selected Works of 
Mao Zedong," Vol 6, p 316) According to Comrade Mao Zedong's thinking 
mentioned above, targets established national economic planning beyond 
objectively permissible conditions, which are not fully feasible targets, 
are high targets. Whether targets are fully feasible or not will depend 
on whether the targets in national economic planning leave some room for 
maneuver or leave a gap. It is necessary for planning to leave some room 
for maneuver because the correctness of its prediction of the development 
process of the national economy can only be relative. Because of this 
and also certain unfavorable factors (such as natural disasters, influence 
of international environment) that are difficult to predict, unexpected 
imbalances will appear from time to time. If there is no room for maneuver, 
we shall have no way to cope with the situaton and shall land up in a 
passive position. 





Some comrades hold that while the planned targets created some problems 

in the consumption of raw and processed materials, fuels and power, the 
problems can be solved if the level of enterprise consumption, which is 
comparatively high, is lowered to the advanced level. I think this is an 
excuse made for high targets. While enterprises should do everything possi- 
ble and take various measures to lower their consumption level to the ad- 
vanced level, in many circumstances this will not depend entirely on the 
efforts made by the enterprises themselves. Not all enterprises can achieve 
this quickly. For this reason, the difference between the present realistic 
level of consumption and the advanced consumption level should be taken as 
the “room left for maneuver in planning." The enterprises themselves should 
be allowed to make the adjustments. We should not set high targets and let 
the plan create problems, A plan that leaves a big gap is not a plan and 
can only be regarded as half-plan or no plan at all, because the gap itself 
is a negative factor in planning. 


Over the past 30 years, the development of our national economy has gone 
through twists and turns, in the course of which we have suffered a great 
deal from high targets and learned profound lessons. High targets, it may 
be said, are the greatest factor of instability in the economic domain. 
Their harm finds expressions in many respects: 


First, high targets undermine a comprehensive balance in the national 
economy, Striking imbalances now appearing in the national economy were 
caused, in many respects, by the high targets set in the past. If high 
targets are not rectified or lowered, comprehensive balance in the national 
economy cannot possibly be achieved. Each year in the past we talked about 
a “comprehensive balance" but imba’ances became more striking. An impor- 
tatn reason for this was that we did not have the heart to lower the high 
targets. in our economic work we went after the rate of development and 
paid no attention to economic results. With regard to the rate of 
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development, we simply brought rapid development of the steel industry to 
the fore and overlooked development of agriculture, light industry and the 
fuel power department within heavy industry. In line with this guiding 
thought, our method of drawing up national economic plans was frequently 
to determine the high rate of growth of industrial production first, par- 
ticularly production of iron and steel products, and then to calculate 

the manpower, material and financial resources necessary for achieving 
these targets. Depending on the capabilities left, we finally had to ar- 
range production in other spheres and the consumer needs of people's live- 
lihood, This method of arranging the plans turned upside down the order 
of agriculture, light industry and heavy industry, and undermined the 
proportionate relations in the development of agriculture, light industry 
and heavy industry. With high targets taken as the key link in arranging 
the plans, importance was inevitably given only to accumulation and not to 
consumption; consideration was given only to development of production and 
not to improvement of people's livelihood; and stress was laid on output 
of iron and steel and not on balanced, coordinated development of agricul- 
ture, light industry and heavy industry. This could do nothing but cause 
an imbalance. 


We should forever take the constant improvement of people's livelihood as 
the aim of socialist production and attach importance to it. To be sure, 
the revolutionary tradition of waging an arduous struggle and building our 
country through thrift and hard work should be carried forward. "First 
transform the terrain, then build the abode" is of positive significance 
if it is used as a slogan of political education or a provisional work 
arrangement. But if it is taken as the guiding principle of long-term 
national economic construction, it would be a one-sided and wrong guiding 
principle. It is bound to cause an imbalance between accumulation and 
consumption and between production and livelihood. Therefore, the idea 
that speed will be achieved by setting a high target regardless of the 
objective requirements of economic laws is a subjective idealist illusion 
like the saying “one's ambition determines the yield." The result will be 
that “haste makes waste." It will not only land the livelihood of the 
people in difficulties but will also make the rate of economic development 
drop. 


For a few years after 1958, our national economy stagnated and declined for 
a time and the people's Livelihood was in difficulties. One of the funda- 
mental reasons was that the targets in economic planning, particularly fc: 
the steel industry, were too high. Beginning in 1961, the policy of read- 
justing, consolidating, filling and improving was carried out and high 
targets were lowered. Since then, the national economy rose steadily and 
rapidly. Under the influence of the ultraleftist trend of thought, however, 
high targets appeared again during the great cultural revolution. All along, 
the high targets became the negative factor hindering all-round development 
of the national economy and eventually caused the striking imbalances now 
found in the national economy. 
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Imbalances among agriculture, light industry and heavy industry also exist 
in Jiangsu. What is particularly serious is that the fuel power industry 
has fallen behind the processing industry. This has become a very sharp 
contradiction in economic development. In terms of the products planned 
by the state, theprovince's total value of industrial production has in- 
creased by 9 percent but electric power and coal increased by only 3 and 
2.2 percent respectively. At the moment, the province is 30 percent short 
of electricity and about 20 percent short of coal. This being so, in re- 
adjusting the national economy we should not only rectify the existing 
enterprises. In the distribution of raw and processed materials, fuels 
and electric power, we should select the enterprises to be supplied on a 
priority basis. We should rectify and reorganize those enterprises with 
a high rate of consumption and which have poor quality products not suited 
to needs. We should strengthen production of raw and processed materials 
that are in short supply and shorten production of products that are in 
full or excessive supply. 





Of course, readjusting proportionate relations and lowering high targets 

do not mean that all targets are to be lowered. It means that some targets 
are to go up and others to come down and that on the whole the production 
scale is to increase. In Jiangsu, development of the fuel, electric power 
and raw and processed materials industries must be accelerated and the con- 
struction materials industry must also be developed quickly. Otherwise, 
capital construction of several key state projects in Jiangsu cannot be 
insured, 


Second, high targets are an important reason for defects in economic manage- 
ment: "Goods are not suited to needs" and products pile up. 


Marx said: "Consumption is created as the inner subject of production, as 
the need of the aim." ("Preface to ‘Critique of Political Economy, "Selec- 
ted Works of Marx and Engels," Vol 2 p 96) The aim of socialist production 
is to satisfy the ever increasing material and cultural needs of the whole 
society. These needs find their concrete expressions in the use-values 

of various products, that is, the specific variety, standards, quality, 
color and design of products...and so forth. If the specific use-values 

of products cannot meet consumer needs, then the higher the targets and 

the more the output, the greater the consumption. As we know, there is a 
definite contradiction on the one hand between production and output of 

any product and between variety, standard, color and product design on the 
other. If the products are old brand ones and the goods popular and de- 
pendable (irrespective of whether they are means of consumption or means 

of production) and if processing difficulties are small, output and produc- 
tion value will be easy to increase; otherwise, they will not be easy to 
increase. In our economic development, we can only increase output and 
production-value under the premise of meeting consumer needs. But under 
the ideological influence of high targets, things are turned upside down: 
The competent department often determines, first of all, the range of 


23 





production increase and the target of total production-value and then 
considers turning out which variety, standard, color and design to realize 
this range of production-increase and the targets of production-value and 
output. When the increase of output and production-values comes into con- 
flict with the use-value, the department does not scruple to sacrifice the 
use-value to meet the demand for increasing the output and production-value. 
Thus, satisfaction of consumer needs is no longer the aim of production. 
Inevitably goods produced are not suited to needs and products pile up. 


Take steel products for example. The department concerned often determines, 
in the first place, the high target of annual output. On the basis of this 
target, it then arranges the variety and standard of products which results 
in popular goods of dependable quality far exceeding needs. For instance, 
among rolled steel products, quantities of medium-thick steel plates pile 
up in warehouses whereas there is a shortage of variety of small standard 
rolled steel such as thin steel plates. Of the bearings produced in our 
province, large standard products pile up while bearings for agricultural 
purposes are either out of stock or sold out. The production of large 
electric bulbs, which are unsalable on the market, exceeds targets while 
the variety of products demanded by the market is sold out because their 
production-value is small. To “exceed the same period of last year" in 
terms of production-value, the Nanjing No 2 machine tools plant is obliged 
this year to produce more gear slotting machines but less hobbing machines 
urgently needed by the state. Since certain enterprises one-sidedly went 
after production-value and profits over the past 10 years, the second light 
industrial system in Nanjing edged out more than 1,200 varieties of small 
market commodities which had a low production-value and bore small profits 
but which were needed for people's liveiihood. The varieties of small 
market commodities in Nantung were reduced from 1,200 to 700. Thus, with 
the higher level applying pressure to insure production-value and the 
enterprises grasping production-value, goods that have been in short supply 
on the market for a long time have not increased and goods that have been 
in full or excessive supply have not been reduced, 


With production divorced from consumer needs, the contradiction between 
production and marketing has been brought into striking relief. Both in- 
dustrial and commercial departments are overstocked, and loans to them 
have been sharply increased, Some factories have been compelled to stop 
production. According to the figures for this February, the amount of 
funds appropriated by local state-owned industrial enterprises increased by 
22 percent over last year. In addition, the stock of rolled steel also 
increased, 


Third, high targets hinder improvement of the managerial and technical 
levels of enterprises and decrease the economic results achieved by enter- 
prises. 


The policy of readjusting the national economy also envisages rectifyin, 
existing enterprises and improving their managerial and technical levels. 
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If the problem of improving the managerial and technical levels of enter- 
prises is not solved, modernization will come to nothing. 


High targets leave some gaps and disturb the normal production order of 
enterprises. Under the ideological influence of high targets, the adminis- 
trative leading bodies raise the quota at each level concerning the pro- 
duction plans for enterprises, thus widening the gap in the supply of raw 
and processed materials. For example, the First Ministry of Machine Build- 
ing gave the Nanjing No 2 machine tools plant the task of producing 400 
gear machine tools in 1978. The provincial and municipal departments added 
quotas at each level up to 505 tools. According to the plan, 640 tons of 
material were needed but only 170 tons were allocated in the first half 
year. Because of shortages of raw and processed materials, fuels and 
electric power, the leaders of many enterprises now spend considerable 
energy procuring materials and fuels and coping with shortages of electric 
power, going here and there to establish relationships with suppliers. 
Purchasing agents are found everywhere. Factory superintendents report: 
"We spend five-sixths of our time procuring raw and processed materials and 
dealing with the problem of power shortages and power failures. We simply 
have no time to grasp production and management." The greatest demand of 
the enterprises now is that the state translate the “five-fixes" and "five- 
guarantees" into reality. Otherwise, if enterprises are regularly placed 
in such a difficult position that “having taken their lunch, they worry 
about their supper" and that it is even difficult to maintain their normal 
production order, then the enterprises can only place in the secondary 
position such problems as rectifying their leadership squads, strengthening 
their management, and improving product quality economic results. fFor this 
reason, without lowering the high targets and solving the problem of com- 
prehensive balance, normal enterprise order cannot be established and the 
results of rectifying enterprises will be limited. It will be difficult 

to examine in a matter-of-fact way the eight economic and technical indices 
for enterprises. As to capital construction of enterprises, economic respon- 
sibility, business accounting and the system of rewards and penalties, it 
is possible that they will become "cakes drawn on paper to allay hunger" 

in the circumstance in which high targets are set. 


The core of the four modernizations is the modernization of science and 
technology. Old enterprises whose potentials are to be tapped and tech- 
niques to be innovated and which are to be transformed serve as the main 
bases of the four modernizations. But high targets hinder implementation 
of the policy of tapping the potentials of old enterprises, innovating 
their techniques and transforming them, Under the pressure of high output 
targets and production-value, even the time necessary for overhauling 
enterprise equipment is taken up for production purposes, This results in 
an increase in accidents, because of the continuous use of unserviceable 
equipment for long periods of time. With regard to the supply of materials 
and goods, capital construction frequently edges out production and pro- 
duction edges out maintenance since the gaps of rolled steel, timber and 
cement are large. The rolled steel distributed to enterprises in Jiangsu 
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for maintenance purposes this year has only been about half of the standard 
fixed by the state. In these circumstances, factories find it even diffi- 
cult to maintain simple reproduction. They find that technical transforma- 
tion, study and popularization of new technology, renewal of old products 
and trial manufacture of new ones even more difficult. 


The backward level of management and the backward technical level of enter- 
prises resulting from high targets are comprehensively reflected in poor 
economic results. The effect of high targets on economic results may be 
clearly seen from past and present economic and technical indices. During 
the great leap forward and the cultural revolution, the greater part of 

the economic and technical indices dropped by large margins, even though 
production-value and output showed some increases. Although the situation 
has taken a great turn for the better after 2 years of rectification, 70 
percent of Jiangsu's enterprises have not restored their economic and 
technical indices to their best historic levels. Take Jiangsu's chemical 
trade for example. Although the total value of production increased by 

310 percent in 1976 as compared with 1966, the labor productivity of all 
personnel dropped by 31.8 percent and the rate of profit on 100-yuan value 
of production by 60 percent. In addition, the amount of losses greatly 
increased. This state of affairs was not confined to one trade. In the 
case of our province's state-owned industrial enterprises, the rate of 
profit on 100-yuan value of production also dropped conspicuously (from 14 
yuan in 1970 to 10.7 in 1977). The “best levels in history" we are speaking 
of were in most cases established during 1965 and 1966. For instance, of 
the 26 key product indices, the best levels of 11 kinds were established 
during the 2 years in question. Of the 28 unit-product consumption indices, 
18 of the best historic levels were also established in those 2 years. The 
production value-profit ratio and capital-profit ratio were also the highest 
in those 2 years. This proves that whenever high targest were set, eco- 
nomic results decreased. After we lowered the impractical high targets 

set during the big leap forward and carried out the "8-character policy" 

of readjusting the national economy, we established the best levels of 
economic results during 1965 and 1966. Moreover, our industry developed 

at a greater rate. Such is the enlightenment we have gained from history. 





CSO: 4006 


26 








NATIONAL ECONOMIC POLICY 


UTILIZING LAW OF VALUE IN ECONOMIC ACCOUNTING 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 4, 20 Apr 79 
pp 10-13 


[Article by Chou Wei [0092 3837], Finance Section, Qiqihar Machinery Plant 
No 1) 





[Text] In the government report at the Fifth National People's Congress, 
Chairman Hua pointed out: "Under the guidance of unified planning by the 
state, we must conscientiously utilize the law of value.” When studying 
this statement and restudying Chairman Mao's instruction of 1957, “make 
use of the law of value and adopt economic accounting.”! We deeply feel 
that the problem of how to utilize the law of value in economic accounting 
is a realistic task that we, the workers in the finance departments of 
enterprises, are now facing. As far as we are concerned, the law of value 
is something both very familiar as well as a strange and unknown thing. 

We deal with it every day but have not really felt out its true temper. 
The following are merely some superficial observations made on the basis 
of the understanding that I gained in my work. 


l. Every socialist enterprise, whether producing commodities for trade or 
other products, must use a method of economic accounting to check the busi- 
ness effects of its own production. “Only after a strict system of business 
accounting has been introduced is it possible to find out whether an enter- 
prise is operating profitably."2 Economic accounting must take values as 
its basis; value and the law of value determine the content and task of 
accounting for economic accounting, and furthermore guide us in accomplish- 
ing the purpose of economic accounting according to the demands of the law. 


The law of value first of all determines the especially designated position 
of use-value. "The labor-time socially necessary for the production of a 
use-value determines the magnitude of the use-value."2 Use-value is the 
materialized bearer of value. Apart from use-value, there is no value to 
speak of. Value is the value of using a thing. "If the thing is use'*ss, 
so is the labor contained in it; the labor does not count as labor, and 
therefore creates no value. We must therefore give full attention tu use- 
value as the determining factor for value. To deal properly with the contra- 
diction between the two, use-value and value, and to make of it a success 
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by achieving greater, faster and more economical results is one of the prin- 
ciples of economic accounting. When we calculate such value indexes as 
capital, costs, profits, etc., we must pay attention, most comprehensively, 
to the inherent relationships and mutual contradictions showing up in the 
analyses of the main economic indexes of enterprises, seeking to find the 
road to greater, faster, better and more economical results and solving 

the actual problems in the enterprises. For instance, in efforts to raise 
product quality to highest excellence, is it absolutely necessary to increase 
the production costs? If it is indeed necessary to increase production 
costs, will the high quality make it necessary to get high prices? Has the 
loss due to waste materials generated in connection with the quality problem 
been kept to the lowest limits, regardless of whether such waste materials 
can be restored or not? What reserves can still be tapped? In what res- 
pect have the changes in product variety and the quantity of completed 
production had an influence on satisfying the needs of society and on the 
realization of profits in the enterprises? An analysis and study of these 
principal indexes can provide vivid elements in the calculation of such 
value indexes as capital, costs, profits, etc., as it will also be helpful 
in raising the overall level of management in enterprises and help achieve 
the objective of economic accounting. If we do not pay attention to the 
guiding function of use-value, do not uphold the principle of "quality first,” 
thus not paying special attention to capital, production costs, and profits, 
it is quite possible that the results we get will be the opposite of what 
we desire and that we will have to suffer the penalties of the law of value. 





To base on the affirmed use-value and calculate the disparity between the 
actual expenditure of labor-time by an enterprise and the labor-time socially 
necessary is the content of economic accounting, and the reduction of the 
various disparities to achieve levels higher than those of society in general 
is the task of economic accounting. We must say that ascertaining whether 
the labor-time expended by an enterprise on the production of a certain 
product can be below the ordinary level of society is the minimum require- 
ment of economic accounting. To continuously “shorten the labor-time socially 
necessary for the production of a commodity and to endow a given quantity 

of labor with the power of producing a greater quantity of use-value,"> 

that indeed is the long-term task of economic accounting. 


"The labor-time socially necessary is that required to produce a certain 
use-value under the normal conditions of production, and with the average 
degree of skill and labor intensity prevalent at the time. "6 Looking at 
the content, there are two factors determining the amount of labor-time 
socially necessary: one is the state of the present, normal production 
conditions of society, and one is the average degree of skill and intensity 
of labor in the society. The integration of these two factors is in actual 
fact also the average labor productivity of society. The key in determining 
whether an enterprise is able to achieve the labor-time socially necessary 
is whether it possesses good production conditions and workers with fairly 
high production skills, and also whether the degree of specialization de»- 
anded by social cooperation and division of labor is up to the normal level 
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of society. According to these demands, economic accounting must investi- 
gate from two aspects the production results and economic effectiveness of 
an enterprise, promoting the continuous elevation of its labor productivity. 


On the one hand a check is to be made on present production conditions in 
the enterprise and the economic results that can be obtained under these 
conditions, with an analysis of any disparities with the normal conditions 
prevailing in society at present, to stimulate the enterprise to continuously 
perfect its production conditions so as to achieve results above those of 
the normal level of society. In this respect accounting work must pay spe- 
cial attention to the following three points: (1) through an investigation 
of the amount and quality of production that can be produced with the present 
technical equipment of the enterprise and the number and qualification of 
workers that maintain production, check the degree of progressiveness of 

its technical equipment; through an investigation of operation shifts and 
operating times of the equipment, analyze the extent to which the present 
equipment is actually brought into full play, reflect the adequacy of pre- 
sent capacity as regards the provisions of the state production plan; through 
an investigation of the condivion of the equipment, analyze the use of 
overhaul and depreciation funds and reflect the quality of such managerial 
work as the utilization, protection, maintenance, checking and repairing 

of equipment. Finally, through an investigation of the interest rate on 
fixed capital, reflect comprehensively the effectiveness of the use of 

fixed assets. Through all the above systematic investigations, we can even- 
tually reflect results by value indexes, and can measure the disparity bet- 
ween the effectiveness of techniques and equipment of the enterprise and 
that of normal or advanced levels of society, so that every effort will be 
made to reduce the consumption of labor-time in this area. (2) Through an 
analysis of the supply channels, quality, performance and prices which form 
the object of the use of labor in the enterprise, calculate the quantity 

of material being consumed for production at the particular unit, its mat- 
erial utilization ratio, the rate of wastes and rejects and reuseability 

of such, reflect the level of designing and technology involved in the 
production, the level of material management and whether it is up to the 
normal social level of the time, and measure whether the expenditure of 
embodied labor has already reached the best possible level. (3) Through 

an assessment of production costs of an enterprise, especially its subsidiary 
production costs and nonproductive costs and a linkage with labor producti- 
vity calculations, reflect whether the productive forces have already been 
raised to the degree of "productive force of social labor," and whether 

they have reached the level of socially normal specialized production. To 
get a firm grip on these three points is of extreme significance for the 
continuous improvement of the production conditions in the enterprise, for 
raising its labor productivity and for economizing in the use of socially 
necessary labor-time. 


On the other hand we must exert efforts to raise the degree of working skill 
of the workers and preserve the labor intensity at the social average and 
have it reach the social average at its advanced level. In this respect, 
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economic accounting will calculate labor productivity in kind, labor pro- 
ductivity in value and labor productivity in man-hour norms. It will also 
reflect the economic effects resulting from the degree of working skill 
displayed by the workers and from the intensity cf labor. We must further- 
more lay particular emphasis on carrying out an accounting of the insti- 
tutional man-hour utilization ratio, analyzing the various reasons that 
create absences from work and interruptions in man-hours, solving problems 
in production management and labor management and raising labor producti- 
vity. Im this respect it is of great significance to preserve the social 
average of labor intensity. The social average of labor intensity in the 
socialist system should indicate to every worker in every kind of work the 
degree of utilization of working hours and his work potential within a 
determined working time, that is, the degree of “work produced” and “effort 
exerted.” This is also expressed in the common saying, “work fully, work 
well, throughout the 8 hours.” 





If we are to use “socially necessary working time” as a yardstick in econo- 
mic accounting, it will demand of us, of necessity, that we gain an under- 
standing of and a firm grip on the social average level and advanced level. 
In this way, the exchange of data within the same branch of business, the 
launching of competitions within the same branch of business to emulate, 
learn from, catch up with, help and in turn surpass each other, and the 
regular comparison of economic indexes will stimulate enterprises to make 
a success of economic accounting. 


If we comprehend the above-stated law, conscientiously utilizing it, exert- 
ing efforts to raise the use-value and economizing on working time, gaining 
a firm grip on the important points of accounting and improving the quality 
of accounting, we shall raise the level of enterprise management to new heights. 


2. The law of value stipulates: The value of a commodity is determined 

by the socially necessary labor-time needed for its production. The price 

of a commodity is the income derived from it when it is offered to society 

by the enterprise at a fixed price based on its value and on the principle 

of an exchange for equal value. This shows that the law of value is contained 
in all the production and business activities of the enterprise. The rea- 
son why we can utilize the law of value in economic accounting is because 

of the functions the law itself performs. How do we apply the law of value 
specifically? Here I shall concentrate on some relevant problems. 


(1) Value is determined by the socially necessary lvbor-time. The socially 
necessary labor-time can again be divided into past \abor-time and live 
labor-time. Past labor-time is the value that has already been transferred 

to the commodity, it is the value of means of production already spent (c); 
live labor-time is the new value created by the worker in the process of 
production, which again can be divided into values paid to the vorker in 

the form of wages and created by the worker “as work for his own self" (v) 

and the newly created value, “work done for society,” which is delivered 

up to the state as profit (M). The value of a commodity is therefore composed 
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of C+ V+M, in which C + V constitute the production costs of the comm- 
dity. We already know that the value cf a commodity is determined by the 
socially necessary labor-time, and each of the components C and (V + ™) 

must also be determined by its individual sociallv necessary labor-time 
factors. The total of the socially necessary labor-time factors of a commo- 
dity is the total of all the specific labor-time factors expended in the 
various sectors of the process of production and circulat!s.: of an enter- 
prise; it is extant in all the production and business activities of the 
enterprise. The expenditure of time by the enterprise must not be higher 
than the social average level, and it is therefore necessary that the speci- 
fic labor-time expended in each sector must not be higher than the social 
average level (even if it is higher in some sectors, savings in other sec- 
tors could cause the total to be below the social average level). Other- 
wise the aim of economizing in labor-time could hardly be achieved, and 

that means the purpose of economic accounting could not be achieved either. 
In trying to control expenditure of labor-time we must therefore start out 
with the control of the specific labor-time in each sector. It means ve 
must render in concrete terms the socially necessary labor-time that consti- 
tutes the commodity, render it into specific labor-time factors socially 
necessary in each sector and render it into a yardstick to measure whether 

a particular sector is economizing in labor-time. Once this yardstick for 
labor-time expenditure has been rendered in specific terms, it must serve 

as a “norm” within the enterprise. When we speak about the norm having 

to be of the average advanced level, this must of course be the average ad- 
vanced level of the society. Concrete application of the law of value in 
economic accounting, determining norms that are of the average level of 
society, or to create conditions favorable for the realization of these ob- 
jectives is an important segment in effective economic accounting work. 





When determining specific norms for embodied labor and live labor, we must 
classify them and mark them out separately according to their different 
characters and functions. For instance, in the case of expenditure of 
embodied labor, we can determine separately material expenditure norms for 
raw materials, fuel, motive power directly used in the production of the 
product, material expenditure norms or control indexes for money for repairs, 
transportation or materials for cor_umption indirectly used on the produc- 
tion of the product, utilization ratio of fixed assets, rate of wear and 
tear, rate of depreciation, and such other plan indexes, material expendi- 
ture norms or control indexes for money concerning material expenditure 

on business management, etc. As to live labor expenditure, we must also 
determine separate norms for man-hour expenditure on unit products, fixed 
numbers of personnel for each production unit, institutional man-hour use 
norms, labor productivity plan indexes, fixed numbers of production and 
nonproductive personnel for subsidiary production, etc. If we have such 
norms that specifically apply to ewery sector and that are at the social 
average level, and in addition have accurate records and accounting that 
reflects true consumption, then we shall be able to reflect the business 
results of an enterprise and to achieve our purpose of continuously raising 
work productivity and economizine labor time. 
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(2) Price is the monetary expression of value. When we use the law of value 
in economic accounting we must have the aid of prices and use monetary forms 
to reflect the degree of economy in labor time. In the socialist economy 

we have plans and according to the rule of proportions our principle is: 

"The plan comes first, prices second!" Prices are to serve the plan, and 

we carry out a system of planned prices. Planned prices are an important 
tool of economic accounting. The plan prices within a factory are equally 
based on value. For instance, the plan »rices for materials are fixed on 
the basis of social prices; the labor supply plan prices inside the factory, 
plan cost prices for products and semifinished articles and other such pricus 
are fixed on the basis of specific norm. for embodied labor and live labor. 
By the use of constant plan prices in economic accounting to measure the 
changing amounts of expended materialized labor and live labor, we can 
correctly reflect economy or waste in productive activities, clarify the 
economic responsibility and economic effectiveness of production units or 
workers, and urge on every sector of production to pay attention to econo- 


mies in every magnitude of value. If we therefore institute a system of 
plan prices within an entervrise based on value, it is also a concrete app- 


lication of the law of value. 


(3) Economic accounting, using value and its monetary form as tools, has 

the function of “summarizing the controls and concepts of the process."/ 
Through the control of labor expenditure in the process of productive opera- 
tions of the enterprise, the enterprise can be guided toward strengthening 
of its management and toward greater economic results. This is an effective 
encouraging function. This kind of control must extend to the entire process, 
must rely em the grass-root prodvction units and the broad masses of staff 
ane. workers, on a sound system of economic accounting throughout the factory, 
on an cffective economic accounting at three levels, in the factory, in 

the workshops and in work teams, rendering them capable of calculating 
production consumption and production results within the sphere of their 

own productive activities. In effecting ecoromic accovwnting at three lev- 
els, we must have norms and plan prices that conform to the law of value 

and in addition must have a strict system of internal accounting and check- 
ing to determine and reflect in monetar; form the magnitudes of value and 
magnitude of labor that must be consumed for each production result. When- 
ever an individual production unit provides some production result or labor 
to another production unit in the factory, there should be a transfer of 
magnitude of value at equal value to compensate their own production consump- 
tion with the value equal to its own production result, deriving therein 

a value of economy. In the accounting that covers the whole process of 
production, the law of value fulfills an effective function throughout and 
gives expression to the objective necessity of utilizing the law of value 

in economic accounting. Only when we realize this objective necessity will 
we be made to apply this law conscientiously and concretely to serve the 
four socialist modernizations. 


3. Using the Law of value in economic accounting will aiso help strengthen 
the checks on the use of capital funds and raise the quality of capital 
management. We know that “in order that a certain quantity of labor may 


32 














be embodied in commodities and thzreby produce value, a certain quantity 

of instruments anc materials of production is required. "8 Capital is a 
"technically required mass"? of materials of production and labor objects 

in monetary form allotted by the state to the enterprises. The capital 
funds of enterprises in a system of ownership by the entire people are assets 
of the entire people. If the state hands these assets of the entire people 
to enterprises for their use, it expects the enterprises to use these capi- 
tal funds effectively for the production of products useful to society and 
to deliver up profits to the state. In this respect it is one of the most 
important tasks of economic accounting to have the least amount of capital 
produce the maximum production results and profits. The law of value will 
also demonstrate its effectiveness in the area of employment of capital funds. 
Capital belongs to the category of value. The material form of capital 

are things, that is, materialized labor, also useful things. If a factory 
possesses these things it "must seize upon these things and rouse them from 
their reguibeng- {| change them from mere potential use-values into real and 
effective ones." This is a prerequisite to raising the effectiveness of 
the use of capital funds. If an enterprise leaves idle the technical pro- 
duction equipment provided by the state and reflected in form of its fixed 
capital, the effectiveness and the results obtained by that enterprise will 
be below the social average effectiveness. Similarly, if an enterprise 
overstocks raw materials, auxiliary materials, tools, etc., obtained from 
the state, or lays up large quantities above the fixed norms, thus prevent- 
ing “the potential use-values"” from becoming “real and effective use-values," 
this enterprise is taking up capital at a level above the normal social 

level and will not be able to meet the demands of effective use according 

to the average social level. If these overstocked materials deteriorate 

or become obsolete due to social technical advances, these “potential use- 
values” will become useless objects or things no longer fit for their ori- 
ginal purposes. Social assets which have been created by one enterprise 

can thus be waisted by another enterprise. If this happens it will have a 
destructive effect on the planned and proportionately developing national 
economy and on the infusion of values into the production process according 
to the normal social level. This would be the unavoidable result of conduct- 
ing affairs not in accordance with the law of value. 





Checking the level of funds being taken up by enterprises is only one aspect 
of the problem. Another aspect is that only through a check of the effec- 
tiveness with which an enterprise uses its funds can we reflect accurately 
whether the "technically necessary mass" is effectively brought into play 

in the production and circulation process. The best method is to check the 
profit rate in relation to its funds. The profit rate in relation to funds 
is the comprehensive indicator which, through the ratio of profits to funds, 
reflects the effectiveness with which an enterprise uses its funds and brings 
them into full play. This indicator can reflect the level at which fixed 
capital and circulating capitai funds are being taken up by an enterprise; 
it can also reflect the economic results achieved by the workers under the 
production conditions provided by state funds. To use this indicator is 
therefore of the greatest significance. 
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Through a check of the effectiveness of capital funds taken up or used by 
an enterprise we can encourage enterprises to give attention to a full use 
of the social assets, namely the use of capital funds, to use the least 


capital to produce the most value, thus to achieve the objective of economic 
accounting. 


Chairman Mao, discussing the law of value, once said: “This law is like 

a great school. Only by its use can we possibly teach our millions of cadres 

and the millions of people and build our socialism and communism. Other- 

wise nothing will be possible."1l To use the law of value in economic 

accounting is one course in this great school, and it is a complex course 

dealing with the entire process of production and circulation in the enter- 

prises. We must make efforts to make a success of studying this course, 

of making a success of financial affairs in enterprises, thus contributing 

strength to the country's construction of socialist modernization. 
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8453 
CSO: 4006 


34 











NATIONAL ECONOMIC POLICY 


"GONGREN RIBAO': OVERCOME OBSTACLES TO TRANSFORM ECONOMY 
Beijing XINHUA in English 0256 GMT 8 Aug 79 OW 


[Text] Beijing, 8 Aug (XINHUA)--Today's WORKER'S DAILY editorial calls on 
the people to further eliminate the influence of sham Marxism advocated by 
Lin Biao and the gang of four, overcome the force of habit and inexperience 
and fight a good battle in the next three or five years to speed up the na- 
tional economy. 





During the past two years and more China has waged an intensive battle to 
straighten things out in the political and ideological fields, and a funda- 
mental change has been effected. 


Another good battle in the next three to five years will bring about the 
sustained speedy development of the national economy, and the living stand- 
ards of the people will greatly improve. 


But this can be an uphill struggle with a lot of obstacles on the road, the 
editorial says. Only with singleminded determination and courage can these 
obstacles be overcome. One of the biggest of these is sham Marxism which 

has hampered the full implementation of the party's policies for development 
in the new historical period. Some people are hesitant about carrying out new 
policies because they still have misgivings. Some still regard economic 
management by economic means as “putting profit in command," and the prin- 
ciple “to each according to his work" as “using material incentives as bait.” 
They feel that the introduction of advanced foreign technology and methods 

of management is “worshipping things foreign and fawning on foreigners.” 


In a word, they take the ultra-left views of Lin Biao and the gang of four 
as the "golden rule" and cannot disentangle themselves. It is, therefore, 
necessary to thoroughly eliminate the ultra-left influence of Lin Biao and 
the gang and right the wrong in the economic field. 


Another obstacle, the editorial points out, is force of habit. 


China's long feudal period was followed by a semi-feudal and semi-colonial 
society. The brand of petty production have burned deeply into some people. 
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They are apt to follow the beaten track and be content with the present state 
of affairs. Some are callous and even resistant to change. Some have become 
accustomed to management by administrative order and feel insecure about the 
economic reforms now being undertaken. 





Inexperience, lack of understanding of modern science and modern production 
management methods constitute yet another big roadblock, says the editorial. 
It calls on the people to break the shackles of force of habit, acquire 
scientific knowledge and blaze a new trail to modernization. 


"If we carry out correct policies, use good methods and rely on the masse: , 
we can transform the national economy," the editorial concludes. 


cso: 4020 


36 











NATIONAL ECONOMIC POLICY 


"GONGREN RIBAO' EDITORIAL ON WORKERS’ LIVELIHOODS 





Beijing XINHUA in English 0707 GMT 4 Aug 79 OW 


[Text] Beijing, 4 Aug (XINHUA)--A front-page editorial in today's WORKERS’ 
DAILY calls for attention to workers’ livelihoods, and also urges workers 
to undertand China's difficulties and strive to increase production and 
practise economy. 


The editorial says that wages will increase for a certain proportion of the 
workers and that more housing will be built for them this year in accordance 
with financial and material conditions. 


However, problems in the people's livelihood which have existed for years 
cannot be solved overnight, but have to be tackled step by step in the wake 
of expanded production, the editorial notes. 


It says that although China is facing many difficulties, work must be 
strengthened to improve the worker's life. It recommends improvement in 
management and quality of service. It also recommends mutual assistance 
among workers in situation like caring for the sick, moving house, mediation 
in arguments, helping newly-married couples and burying the deceased. 


The role of the workers’ conference should be expanded and major issues in 
workers’ lives, such as the assignment of housing, should be fully discussed, 
the editorial says. 


Today's WORKERS’ DAILY also gives front-page play to a report on a recent 
national conference held by the All-~China Federation of Trade Unions on im- 
proving workers’ livelihoods. 


Speakers at the conference urged trade unions to coordinate with adminstra- 
tive organs to improve the workers’ working and living conditions as well 
as their welfare, and to pay particular attention to workers in the light 
industry, textiles, coal, petroleum, power, transporation and the building 
materials industries and in remote areas. 
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Trade unions also should give assistance to those who are in need, carry out 
birth control, increase farm and sideline production, ensure labour protection 
and insurance, and help city youth who are waiting for job opportunities. 


The conference was attended by cadres in charge of workers’ livelihood from 
the provinces, municipalities and autonomous regions, as well as grassroots 
trade union officials from factories, mines and other enterprises. 


Ni Zhifu, an alternate member of the political bureau of the Central Comit- 


tee of the Chinese Communist Party and chairman of the All-China Federation 
of Trade Unions, gave the keynote speech at the conference. 


cso: 4020 
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NATIONAL ECONOMIC POLICY 
) 


BRIEFS 


INCREASED PRODUCTION TECHNIQUES--Beijing, 24 Aug (XINHUA)--Today's WORKER'S 
DAILY cites the combination of rewards and labour emulation drives as a good 
method of increasing productivity. The iron smelting plant of the Wuhan 
iron and steel company has in the past year combined rewards for production 
with labour emulation drives, and given greater bonuses to those who work 
harder and contribute more, says a commentator'’s article in the paper. Under 
such a system, the article notes, political and economic work, and the inter- 
ests of the state, the collective and the individuals are integrated bet- 
ter, so that the enthusiasm of workers for socialism is fired to increase 
production still more rapidly. Moreover, the article adds, the distribution 
of bonuses is more rational and the principle of “to each according to his 
work" is better implemented. [Text] [Beijing XINHUA in English 0729 GMT 

24 Aug 79 OW] 


cSO: 4020 
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ECONOMIC PLANNING 


ECONOMIC JOURNAL DISCUSSES LAW OF VALUE, ECONOMIC PLANNING 


Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 79 pp 47-58 HK 


[Article by Tang Zonkun [0781 1350 3540]: "The Law of Value, Mechanism 
of the Market and the Socialist Planned Economy") 


[Text] Correctly understanding the role played by the law of value in 
socialist economy and the question of the mechanism of the market is of 
the utmost importance to the question of promoting socialist modernization. 
This article proposes to put forward some preliminary views from the angle 
of the basic theory of political economy for discussion with our comrades, 





Regulation According to the Law of Value and Regulation According to Plan 


Exploration into the relationship between the law of value and the social- 
ist planned economy began in the 1950's in our economist circles. At that 
time, the following view was held: "A planned economy is governed by the 
law of socialist economy, It is not governed by the law of value; on the 
contrary, it will restrain the law of value and lower its role in the na- 
tional economy." It is only because direct state planning cannot embrace 
everything that the law of value is “utilized” as a “supplement to state 
plans." (Xue Muqiao: "Planned Economy and the Law of Value," RENMIN 
RIBAO Oct 28, 1950) Therefore, "The law of value can only play a sub- 
sidiary role." (Xue Mugiao: "More on the Planned Economy and the Law of 
Value," “Planned Economy" No 2, 1959) This point of view was prevalent 
for more than 20 years. Even in recent years, it often appeared in the 
press. For example, it was said: While “the law of value still plays an 
important subsidiary role in forming planned proportions, it cannot be re- 
garded as the main basis for arranging planned proportions and cannot be 
allowed to regulate the proportionate relations between various branches 
of the national economy." "Practice of socialist economic development 
indicates that the main basis for working out the planned proportions be- 
tween various branches of the national economy is no longer the law of 
value, but the basic economic law of socialism and the law of planned, 
proportioned development of the national economy." (Liu Guoguang, fio 
Jianzhang, Huang Zhenqi: "Planned Economy and the Law of Value," HONGO! 
No 6, 1978) 
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Here, “allowed" is an eye-catching word. “The law of value...cannot be 
allowed to regulate the proportionate relations between various branches 
of the national economy." Can the question be presented this way? I 
think not. Political economy can only present the question this way: 
After all, in socialist economy does the law of value actually assert it- 
self in regulating the proportionate relations between various branches 
of the national economy? 


Like any economic law, the law of value is an objective law, whether it 
asserts itself or not and what role it plays will depend entirely on the 
economic conditions for its existence. There is no such question as whether 
or not people allow and permit it. All economic laws are based on the 
steady, essential and inevitable connections objectively existing within 
definite economic processes. The law of value is based on the steady, 
essential and inevitable connections objectively existing within the pro- 
cess of commodity reproduction based on the social division of labor. 


First, these connections objectively determine that the labor expended by 
any producer to turn out a commodity in the system of social division of 
labor can only be limited to the socially necessary labor, That is to say, 
it can only be limited to the labor-time necessary for creating certain 
use-value under the normal productions of existing society and with the 
average labor proficiency and labor intensity of society." (Marx: 
"Capital" Vol 1, People's Publishing House, 1975 edition, p 52) 


Second, these connections objectively determine that the labor expended by 
the whole society to produce the total volume of a commodity can only be 
limited to the labor necessary to satisfy the particular need of society 
for such a commodity, Marx said: “It is indeed the effect of the law of 
value, not with reference to individual commodities or articles, but to 
each total product of the particular social spheres of production made inde- 
pendent by the division of labor; so that not only is no more than the 
necessary lLabor-time used up for each specific commodity, bit only the 
necessary proportional quantity of the total social labor-time is used up 
in the various groups. The condition remains that the commodity represents 
use-value, But if the use-value of individual commodities depend on whether 
they satisfy a particular need then the use-value of the mass of social 
products depends on whether they satisfy a definite quantitative social 
need for each particular kind of product in an adequate manner, and whether 
the labor is therefore proportionately distributed among the different 
spheres in keeping with these social needs, which are quantitatively cir- 
cumscribed.... The social need, that is, the use-value on a social scale, 
appears here as a determining factor for the amount of the total social 
labor-time which is expended in various spheres of production.... This 
quantitative limit to the quota of social labor-time available for the 
various particular spheres of production is but a more developed expression 
of the law of value in general, although the necessary labor-time assumes 
a different meaning here. Only just so much of it is required for the 
satisfaction of social needs, The limitation occurring here is due to the 
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use-value. Society can only use so much of its total labor-time for this 
particular kind of product under prevailing conditions of production.” 
(Marx: “Capital,” Vol 3, p 716, 717) These words of Marx answer the 
question in the clearest terms: What does it mean by bringing the role 
of the law of value into regulating social production? 


The law of value is the law that socially necessary labor determines value. 
It is the law that value is determinative. "The law of value of commodities 
determines how much time society takes out of the total labor-time at its 
disposal to produce each particular commodity.” (Marx: “Capital” Vol l, 
p 394) If this “determining” role of the law of value is not one of 
regulating social production, what is it? 


The total social labor is distributed proportionately among different 
spheres of production according to the definite volume of each particular 
product needed by society--this objective trend is often referred to as the 
law of proportioned development in some economic treatises. In fact, it 

is precisely the basic content of the law of value. 


One year after "Capital" Vol 1 was published, Marx refuted his antagonists 
who, ignorant of his scientific method of examining all value relationships, 
“said preposterously that the concept of value must be proved.” He said: 
"The volume of products corresponding to the different needs requires dif- 
ferent and quantitatively determined amounts of the total labor of society. 
That this necessity of the distribution of social labor in definite propor- 
tions cannot possibly be done away with by a particular form of social 
production but can only change the mode of its appearance, is self-evident. 
Natural laws cannot be abolished at all. What can change in historically 
different circumstances is only the form in which these laws assert them- 
selves. And the form in which this proportional distribution of labor 
asserts itself, in a social system where the interconnection of social 
labor manifests itself, through the private exchange of individual products 
of labor, is precisely the exchange-value of these products." Continuing, 
Marx made it clear: "Science consists precisely in demonstrating how the 
law of value asserts itself." ("Marx to L, Kugelmann," "Selected Works of 
Marx and Engels,” Vol 4, p 368) 


Since socially necessary labor, that which determines value, refers to 
“labor necessary both for the relationship between a particular product 
and other products of the same type and for the total needs of society" 
("Marx and Rodbertus," "Collected Works of Marx and Engels/;' Vol 21, p 216), 
the concept of socially necessary labor itself contains the connection be- 
tween social production and social need. Fundamentally speaking, the role 
played by the law of value is to distribute the total labor of society 
among different spheres of production according to the definite volume of 
each particular product needed by society. And this is the regulating role 
it plays. Therefore, as long as the economic conditions for the existence 
of the law of value exist, the law of value will necessarily assert itself. 
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As long as the law of value asserts itself, it will regulate social pro- 
duction. This is independent of one's will, whether it is the chief's 
will, the government will or the social will. The role played by the law 
of value in a socialist planned economy is no exception. 


As to exchange-value, commodities are exchanged according to the value 
determined by the socially necessary labor. This is the form in which the 
law of value asserts itself. In the history of commodity economy which has 
developed for several thousand years, exchange value has undergone diver- 
sified forms of change. In different forms and within the limit of its 
spontaneous action, the law of value asserts itself in regulating social 
production, 





Both in capitalist and socialist societies the objective trend of balan- 
cing social production and social need exists and the law of value asserts 
itself in regulating social production, But this does not signify in the 
least that there is no difference here between socialist and capitalist 
production, What, then, is the difference? 


While the objective trend of balancing social production and social need 
exists both in socialist and capitalist societies, their starting points 
are different. In the former case, the total labor-time that society has 
at its disposal is distributed in the necessary proportions among products 
of different categories; it is subordinate to the production aim of satis- 
fying the social need. In the latter case, such a balance is indispensable 
only in so far as the social use-value is a value and also the material 
vehicle of surplus value, The commodity that exceeds social need has no 
social use-value and, consequently, cannot realize surplus value. This is 
the first difference between them. 


The second difference is that the social needs of the socialist society are 
different from those of the capitalist society in character and content. 
Under the capitalist system, demand for the means of production is a capital- 
ist demand, Moreover, the worker demand for the means of subsistence 
(accounting for the vast portion of the demand) is, in the final analysis, 
subordinate to the capitalist demand for labor power. The content and scope 
of these social needs will ultimately depend on the need of developing pro- 
duction and realizing surplus value, Under the socialist system, social 
needs are subordinate to the combination of immediate and long-range inter- 
ests of the working people and subordinate to the need of developing their 
intellectual power and physical power in an increasingly all-round manner 
along with the progress of social production, 


The third difference is that socialist and capitalist societies have dif- 
ferent ways of balancing social production and social needs. By its very 
nature, a socialist society is able to maintain a balance between social 
production and social need regularly and consciously. And “maintaining 
balance regularly and consciously means planning." ("Uncritical Criticism,” 
“Collected Works of Lenin," Vol 3, p 566) In a capitalist society, there 
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also exists a regular trend of balancing different spheres of production. 
But due to the antithesis between different capital interests, “This 
regular trend of balancing different spheres of production is but a re- 
action to the regular upsetting of this balance” and it “only acts after- 
ward as an inner, silent natural necessity.” (Marx: “Capital,” Vol l, 

p 394) “Capitalism must go through crises to establish the balance regu- 
larly upset.” ("“Uncritical Criticism,” "Collected Works of Lenin,” Vol 3, 
¢ *66) Despite the fact that capitalism may produce planning to a certain 
extent at its monopoly stage, particularly after development of state 
monopoly capitalism, it cannot eliminate the anarchy and economic crises in 
the whole society. 





It will be seen now that the following thesis does not tally with the facts: 
“Practice in socialist economic development indicates that the main basis 
for working out the proportions between various branches of the national 
economy is no longer the law of value but the basic economic law of social- 
ism and the law of planned, proportioned development of the national econ- 
omy." Practice of the socialist economic development has not proven that 
the national economic plans that ignore or overlook the regulating role 

of the law of value are correct plans and that arranging planned propor- 
tions without regard to the Law of value can insure balanced, rapid de- 


velopment of the national economy. 


In fact, in socialist economy the role played by the basic economic law of 
socialism is not incompatible with the role played by the basic economic 
law of socialism and the law of planned, proportioned development of the 
national economy. Each of them has its subject of regulation. The subject 
of regulation by the Law of value is the balance between social production 
and social need; it regulates distribution of the total social labor in 
the necessary proportions and distribution of the means of production and 
labor power in proportion among the various spheres of production, What 
the basic economic law of socialism regulates is in the quantity, content 
and scope of needs of the socialist society as well as the basic ways that 
must be followed in developing the socialist production to satisfy such 
social needs. Consequently, it regulates the deve\opment orientation of 
the national economy, namely, the direction in which the proportionate 
relations are arranged. What the law of planned, proportioned development 
of the national economy regulates is the planning of the national economy, 
it is for the whole society to organize the process of social production 
according to plan * regulate the relationship between social produc- 
tion according tc 1 to regulate the relationship between social 
production and soc . » regularly and in the right time. In passing, 

it is necessary to say at since planned development of the national 
economy means regular and conscious maintenance of proportioned development, 
it itself containes proportioned development; yet, proportioned development 
does not necessarily mean planned development, Therefore, I think it is 
not accurate to juxtapose planned and proportioned as the law of planned 
and proportioned development of the national economy, which should be re- 
placed by such a generalization as the law of planned development of tue 
national economy. 
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The Movement of Prices Centering on Value and the Planning of Socialist 
Economy 


Does the law of value assert itself through the movement of prices center- 
ing on value in socialist society? A negative attitude is assumed by 

those comrades who do not recognize that the law of value still plays its 
role in regulating social production in socialist society. They used to 

say that the capitalist society maintains and restores balance between 
supply and demand through the rise and fall of prices centering on vaiue 

and that balance between production and need in socialist society is main- 
tained by state plans and cannot be dependent on the movement of prices 
centering on value. It seems that the movement of prices centering on 

valve is incompatible with the socialist planned economy. From this stand- 
point the following argument is advanced concerning the relationship between 
commodity supply-demand and price: “Since our means of production are 
distributed according to state plans, their prices may be free from the 
effects of the law of supply and demand. Although our means of subsistence 
are still distributed in the form of commodities, the commodities supplied 
by the state must be subordinate to the planned prices fixed by the state; 
consequently, their prices may also be free from the effects of the law o* 
supply and demand.” (Xue Mugiao: “The Law of Value and Our Price Policy,” 
HONCQI No 7-8, 1963) We might as well analyze this argument and see whether 
it is well grounded. 





This argument presupposes that state plans can insure balance between social 
production and social need. However, practice has proven that state plans 
as ideologies cannot automatically insure balance between social production 
and social need. This is due not only to the difficulties in computing 
techniques caused by social products which are different in thousands of 
ways and by ever changing social needs but also mainly due to the relations 
of production themselves. 


In a socialist society, the laborers are on an equal position when utilizing 
the means of production owned by the whole society to carry out production. 
In this sense, society uses the labor of each person directly as a part of 
the total social labor. However, on the other hand, productive forces have 
not developed to such an extent that labor has become the prime want of 
life. The personal survival and development of a laborer are still depen- 
dent upon the labor he performs himself utilizing the means of production 
owned by society. This will depend not only om the share he adds to the 
total labor of the enterprise in which he is but also on the share the 
total labor of the enterprise has in the total social labor. Such labor 

is obviously still not labor consciously performed without social super- 
vision and entirely in the communal interests of the society. In this 
sense, a worker's personal labor is still not direct social labor in the 
whole sphere of society. Although only labor and the exchence of Labor 
exist between laborers as members of society and no production and exchange 
of products exist between them, an enterprise must exchange products with 
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other enterprises before the total labor of all its laborers can be recog- 
nized by society. Thus, the economic connections between enterprises 
cannot be but relations between relatively independent commodity producers. 
Needless to say, the products turned out by the economic organizations 
owned by the collective bear a commodity character. Therefore, a socialist 
planned economy is still a planned economy under conditions of commodity 


economy. 


The object of socialist production is to satisfy social needs. In the 
finan analysis, it is to satisfy the ever growing needs of the material 

and cultural life of 900 million people. Not only should the productica 

of the means of subsistence be subordinate to these needs but also the 
production of the means of production should be arranged on this basis. 
Today, satisfying the personal needs of 900 million people cannot but de- 
pend on their personal income. This is expressed mainly in a monetary 

form on the market. Such are needs backed by the ability to pay. But de- 
mand is not only dependent on personal monetary income. It is also direct- 
ly connected with the prices of commodities. According to the law of value, 
where value is determined, supply and demand will regulate prices, that is, 
p-ices will deviate from value. On the other hand, the rise and fall of 
prices will regulate the increase and decrease of demand in reverse direc- 
tion. It is self-evident that changes in personal demands for consumer 
goods will inevitably give rise to changes in demand for the production of 
consumer goods and will consequently give rise to changes in the entire 
scope of social demand. To proclaim “prices may be free from the effects 
of the Law of supply and demand" is tantamount to proclaiming that the law 
of value ceases to assert itself under a commodity economy. Such “prices” 
will certainly prevent the demand of society from being truthfully re- 
flected. Under such circumstances, how csr we insure that social production 
satisfies social needs’? On what basis cas state plans maintain balance be- 
tween social production and social needs? 


Price is the expression of the law of value. The law of value governs the 
movement of price. Determining price is determined by the compatibility 
between the quantity of production and the quantity of demand for the same 
product, with both the quantity of production and the quantity of demand 
being conditioned by the social division of labor, Within this limit, under 
what conditions of production does the labor-time necessary to produce this 
product determine its price? Does it determine the price under average con- 
ditions or poor conditions? In other words, price is determined by the 
larger proportion of products produced under one of the above conditions 

in total output volume, Inasmuch as the quantity of production is compati- 
ble with the quantity of need, value can be realized according to its own 
magnitude. Thus the monetary expression of value, namely price, will cor- 
respond to value, Therefore, the correspondence of price with value pre- 
supposes balance between supply and demand. When balance between supply 

and demand is upset, price will sooner or later change. What will be the 
consequences of attempting to prevent these changes by artificial means? 




















We might briefly examine the circumstances in which supply exceeds demand 
and the circumstances in which supply falls short of demand. 


First are the circumstances in which supply exceeds demand. When the 
quantity of production of a product exceeds the quantity of social demand 
for it at the time then “too much social labor has been expended on this 
particular line, even though only the labor-time necessary under the pre- 
vailing conditions has been incorporated in its total production; in other 
words, a portion of this product is useless." (Marx: "Capital," Vol 3, 

p 317) Here “useless” is relative to the existing demand. There may be 
two circumstances in which it becomes useless. 1) The product cannot be 
sold even if its price is lowered. That is to say, the labor expended to 
produce it is simply wasted. 2) Demand for it is enlarged after its price 
is lowered, thereby making it salable. This signifies that society recog- 
nizes as socially necessary only the labor-time that is less than the 
“labor time necessary for producing this total product” under the original 
conditions, As long as these two circumstances have not been caused by 
accidental factors that will disappear in the twinkling of an eye, they 
will inevitably compel this production department to readjust its produc- 
tion conditions, which means either universally lowering its expenditure 
of labor for reproduction or withdrawing from production that part of pro- 
duction with the poorest conditions. Supply and demand will be brought to 
a new balance either by enlarging demand and cvtting down production, or 
by enlarging production and cutting down production simultaneously. How- 
ever, if the pro-position, “price may be free from the effects of the law 
of supply and demand," is accepted, manmade monopoly will have to be de- 
pended upon for maintaining at the original high level the price of the 
product supply which exceeds demand. In this way, the social labor ex- 
pended by the enterprise will seem to be “recognized" by society and, 
consequently, the enterprise may proceed with reproduction according to its 
original production conditions, Hovever, in reality society does not 
recognize that part of excessive social labor, The result is that the 
“useless” products representing that part of excessive social labor cannot 
be entered into personal consumption or production consumption and will 
only pile up in the warehouse, Perhaps state plans may restrict production 
of such products. The point is that all products turned out by enterprises 
can be sold to the state, without their prices being lowered, Under these 
circumstances, what is the economic driving force that will compel those 
enterprises to change their production conditions’? Particularly in the case 
of “goods which are in full or excessive supply," actual output often ex- 
ceeds that planned by the state, with the result being increasingly piled 
up goods in warehouses. Do we not often witness this phenomenon? It is 
self-evident that part of the social labor for producing these goods ig 
wasted at the cost of taking away part of the social labor necessary for 
producing other goods. In short, it is society that suffers, To guard 
against suffering continuously, society is obliged in the end to lower the 
prices of these goods, If one's action does not respect the law of value, 
the law of value will eventually rectify one's action coercively. 
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Let us now examine the circumstances under which supply falls short of 
demand: The output of a product is lower than the quantity of social de- 
mand for the product. That is to say, part of the social labor necessary 
for producing the total quantity of this product that is compatible with 
this quantity of demand is taken away by other departments and, conse- 
quently, is not insured. In the circumstances, according to the law of 
value the price of this product will go up. The rise in price will, on 

the one hand, check demand and, on the other, will enable this production 
department to get compensation even for the social labor expended to pro- 
duce this product under poor conditions, thereby making it possible to en- 
large production. A combination of these two factors will gradually make 
supply and demand balance. Yet, according to the proposition, “Price may 
be free from the effects of the law of supply and demand," manmade monopoly 
is to be depended upon to keep the price of this product at its original 
low level. If so, this production department will not be compensated for 
the social labor necessary for producing this produce under poor conditions 
of production or even under better than average conditions. Perhaps state 
plans may stipulate that this department must increase production. But 
since the more it produces the more it incurs losses, what is the economic 
dynamic that can move it forward to fulfill and overfulfill by every con- 
ceivable means the production-increase tasks set by state plans’? It is 
difficult for production to go up, particularly in the case of goods “which 
are in short supply." Do we not often witness this phenomenon too’? When 
production cannot go up but is forced to do so, coercion and commandism 
appear. This results in production conditions of this production depart- 
ment becoming poorer and poorer compared with other departments. in the 
end, society is obliged to raise the price of its product so that this 
production department will not remain backward forever. Is this not 
another instance where the law of value coercively rectifies one's action? 


In short, when supply exceeds demand or when supply falls short of demand, 
price will not long remain unchanged. The longer prices are frozen by 
artificial means the more difficult it will be to solve the problems of 
imbalance between various departments of production. Moreover, eventually 
prices will still have to be changed. 


At this point, it might be asked: How is it that social production is 
invariably marked by imbalance in the capitalist society in which prices 
fluctuate constantly along with changes in the relationship between supply 
and demand? 


Here a distinction must be drawn between two questions. 1) Will the rise 
and fall of prices along with changes in the relationship between supply 
and demand urge the various production departments to readjust the propor- 
tionate relations and achieve a balance between supply and demand? 2) How 
will this readjustment be carried out and how will balance between supply 
and demand be achieved? In other words, does society readjust the propor- 
tionate relations according to plan and on the basis of scientific forecasts 
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to achieve a balance between supply and demand, or is this balance merely 
“achieved as an average that acts blindly?" ("Marx to L. Kugelman,” "Sel- 
ected Works of Marx and Engels,” Vol 4, p 369) It goes without saying 
that this will depend primarily on economic conditions. 


In a society in which isolated private producers carry out production for 
the market unknown to them, each producer naturally can only allow himself 
to be ordered about by the market conditions that fluctuate frequently and 
spontaneously. When supply of a certain commodity falls short of demand, 
its price rises at once, and many people vie with each other in switching 
to the production of this commodity. Soon production will exceed the 
saturation point, and supply will exceed demand. Price will fall at once 
and many people who produce this commodity will switch to production of 
other commodities. Thereupon, the phenomenon of supply falling short of 
demand will appear again. This moves in cycles and repeats itself. Bal- 
ance between supply and demand in this society can only be “balance be- 
tween ‘the average quantities established merely through numerous fluctua- 
tions that occur frequently.'" ("Uncritical Criticism,” “Collected Works 
of Lenin,” Vol 3, p 666) It is precisely because of their isolation that 
the private producers have to submit themselves to control by the spon- 
taneous force of the market and to act blindly. They are unab’e to esti- 
mate the dimension of demand of the whole society and are poverless to 
grasp the dimension of supply by the whole society. Socialist producers 
are producers united on the basis of production socialization and communal 
ownership of the means of production. Their economic interests depend not 
only on che state of production operations of their own units but also on 
the development of social production as a whole. For this reason, they 
may coordinate their economic activities within the limit of society and 
avoid the spontaneous fluctuations of supply and demand due to accidental 
factors in a locality. Relying on the forecast of trend changes in the 
nationwide supply-demand relationship, society may guide the production 
and marketing activities of enterprises by dint of price policy. At the 
same time, as independent business accounting units, enterprises should 
enjoy the right to keep prices fluid within a given range. This fluidity 
of prices will help expose the contradictions in economic life promptly 
and provide society with dependable information for forecasting trends in 
the supply-demand relationship and correcting the errors of forecasting at 
the right time. This will minimize or avoid subjectivist interference with 
the price policy and facilitate the achievement of a balance between social 
production and social need, 


In fact, even in the capitalist society, production is regulated in a much 
different way at its monopoly stage compared with its state of free competi- 
tion. As far back as 1880, Engels said that a trust was "a federation 
furmed by big producers of the same branch of industry in a country for the 
purpose of regulating production.” They determine the total output that 
should be turned out, distribute it among them and enforce predetermined 
selling prices.” (Engels: "Socialism From Utopian to Science," "Selected 
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Works of Marx and Engels, Vol 3, p 435) Im 1891, Engels pointed out: 
“Capitalist production managed by joint-stock companies is no longer pri- 
vate production but production for making profits by many people joining 
together. When we pass from joint-stock companies to trusts which assume 
control over and monopolize whole branches of industry, not only does pri- 
vate production cease, but planlessnesssets in.” (Engels: “Critique of 
the 1891 Draft Programme of the Social Democratic Party," “Collected Works 
of Marx and Engels," Vol 22, p 270) Im past decades, along with the rapid 
development of state monopoly capitalism, this planning went beyond the 
limit of a department. To be sure, it is still planning within a certain 
limit and to a certain degree. It has not eliminated, nor can it eliminate, 
the anarchy in the whole society, because it is still under capitalist con- 
ditions, and sharp antagonism exists in the interests between the monopoly 
capital groups and between monopoly enterprises and nonmonopoly ones. In 
his “The State and Revolution” in 1917, Lenin specially quoted the above 
passage from Engels’ works, refuting the bourgeois reformist trend of using 
the trust planning as an excuse for asserting that monopoly capitalism or 
state monopoly capitalism is no longer capitalism, Then he wrote: “The 
trusts, of course, never produced, do not now produce and cannot produce 
complete planning. However much they do plan, however much the capitalist 
magnates calculate in advance the volume of production on a national and 
even on an international scale, and however much they systematically regu- 
late it, we still remain under capitalism--capitalism in its new state, 

it is true, but still, undoubtedly, capitalism." ("The State and Revolu- 
tion,” “Selected Works of Lenin,” Vol 3, p 229) Thus, capitalism is not 
compatible with incomplete planning, that is, “regulating production 
according to plan" within a certain Limit and to a certain degree. If we, 
as suggested by some of our economic treatises, take planned regulation 

of production as the valid reason for denying the regulating role of the 
law of value, should we not also say here that the law of value has ceased 
partially to play its part in regulating capitalist production? Yet, as 
we note, these treatises have never expressed the slightest doubt that 
the law of value regulates capitalist production. Here, once again we 
expose the fact that theoretically these treatises have insurmountable 
contradictions in dwelling on the regulating role played by the law of 
value. 





A socialist economy can produce planning for the whole society in place of 
anarchy. But this socialist economy planning does not signify that the 
role of the market may be overlooked. As mentioned previously, our social- 
ist economy is still such that it cannot but be a commodity economy. “The 
market is but a manifestation of the social division of labor in commodity 
economy."' Where there is a social division of labor and commodity produc- 
tion there is a ‘market.'" ("The So-called Market Question," "Collected 
Works of Lenin,” Vol 1, p 86, 89) Socialist communal ownership makes it 
possible to forecast with comparative correctness the trend of nationwide 
changes in market supply and demand over a comparatively long time, thereby 
making it possible to draw up a correct price policy and economic plens. 
But it has not provided conditions for subjectively fixing prices regardless 
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of the supply-demand relationship without leading to a disproportionate 
relationship. Today, our economic planning is still at a low level. 
the one hand, it is limited by objective conditions, that is, by a low 
degree of production socialization and communal ownership. On the other, 
it is limited by subjective conditions, that is, by much blindness in our 
knowledge of economic laws and the law of value. For this reason, if we 
want to improve the degree of planning, we cannot do so by denying the 
mechanism of the market and restricting the development of the commodity 
economy. On the contrary, we must vigorously develop the commodity econ- 
omy. (Ours is still a country in which commodity production has not been 
developed. The commodity rate of state farm products is only 30 percent. 
In the case of the people's communes owned by the collective, the commodity 
rate is even lower.) We must do so to raise the productive forces and the 
socialization of production. We must deepen our knowledge of economic laws 
in practice and learn how to apply them proficiently. 


Inasmuch as mechanism of the market exists in a socialist planned economy, 
prices will not long remain unchanged. This is not only because, as men- 
tioned above, changes in the supply-demand relationship will sooner or 
later give rise to changes in prices but also because value is constantly 
changing. The base of price is value. "Value is not constituted by the 
time necessary to separately produce a certain product; instead, it is 
proportionate to the quantity of all other products that can be produced 
in the same time." (Marx: "The Poverty of Philosophy,” "Collected Works 
of Marx and Engels," Vol 4, p 121, 102, 88) That is to say, value is 
relative from beginning to end. “The relative value of products is de- 
termined by the comparacive quantity of labor used to produce each product. 
Value is the monetary expression of the relative value of products." 
(Ibid. ) 


The magnitude of value changes in reverse ratio to labor productivity. 
Assuming that, in terms of labor productivity, various products produced 

by society change in the same direction and to the same degree, the socially 
necessary labor embodied in various products and the labor productivity 

will change in reverse direction to the same degree. Thus, “The compara- 
tive quantity of labor used for producing each kind of products" will not 
change. Likewise, the relative value of products will not change. Leaving 
aside other factors affecting prices, the ratios of various product prices 
may remain unchanged in such circumstances. 


However, changes in the labor productivity of producing various kinds of 
products are not uniform. The changes are not only different ‘n degree 

but even reversed in direction, Thus, “the comparative magnitude of labor 
used for producing each kind of product" will undergo changes, and the 
relative value of products will change along with it. This being so, as 

far as the regulation of prices by value is concerned, the ratios of var- 
ious product prices cannot remain unchanged; prices will have to be raised 
in some cases and lowered in others. Otherwise, prices will be unable to 
reflect changes in value and will conceal the contradictions between various 
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branches of the national economy in their development. This will be detri- 
mental to the prompt readjustment of the proportionate relations between 
various branches. 


We are speaking of the ratios of various product prices or their relative 
prices. Changes in the relative prices of products, whether they are 
caused by change of value or by changes in the supply-demand relationship, 
determine neither the necessity that the price level of the social products 
as a whole will rise, nor the necessity that the price level of the social 
products as a whole will fall. It is an untenable argument that the in- 
evitability of the continuous improvements in social productivity can 
prove the “regularity” of price reductions in the socialist society. It 

is untenable because its starting point is “absolute value," but there is 
no such thing as absolute value. Similarly, the view that price changes 
are bound to cause inflation and that prices should remain unchanged is 
groundless. Inflation as a result of circulating paper currency is not 

the inevitable result of applying the law of value to regulate prices, 
thereby regulating social production. Its cause should be examined from 
the way the law of paper currency circulation asserts itself. In the social- 
ist society, the key to avoiding inflation lies in achieving a comprehen- 
sive balance between finance, credit loans and goods. 


Competition, Production Socialization and Unified Plans of Society 


Competition is an important mechanism component of the market. However, 
for a long time, competition and the socialist planned economy have been 
regarded as antagonistic to each other. When one recognizes that commodity 
production and the law of value exist in a socialist planned economy, one 
always tries to forbid competition. Thus, various arguments and measures 
are put forward to restrict commodity production and its law. 


In fact, to forbid competition is to prevent the law of value from assert- 
ing itself in commodity production. In fact, forbidding competition is the 
same as preventing the law of value that governs commodity production from 
functioning, because the law which says the social labor needed to produce 
a commodity determines the value of the commodity, implying competition in 
itself. If commodities are to be exchanged according to value, two condi- 
tions must exist: 1) The different values of commodities that are produced 
by the same department, are of the same kind and of nearly the same quality 
must be averaged into a social value; and 2) The total quantity of social 
labor expended on the total quantity of this product must be compatible 
with vhe quantity of social need for this commodity, that is with the quan- 
tity of social need backed by the ability to pay. Realization of either 

of these two conditions is inseparable from competition. Marx said: 
"Competition realizes the law that the relative value of a product is de- 
termined by the labor-time necessary for its production.” It must not be 
overlooked that the value of something is not determined by the time but 
rather the minimum taken to produce it, which is determined by competition." 
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(Marx: “The Poverty of Philosophy," “Collected Works of Marx and Engels,” 
Vol 4, p 106, 107) Engels said with curt finality: "In a society of con- 
modity producers who carry out exchange, if one wants to establish the 
theory that labor-time determines value but forbids competition to es- 
tablish this decision on value by bringing pressure to bear on prices, 
that is, generally speaking, by suing the only feasible means, it merely 
proves that at least in this respect one assumes the customary utopian 
attitude of despising economic laws." (Engels: "Marx and Rodbertus,” 
"Collected Works of Marx and Engels," Vol 21, p 215) 


The idea of regarding competition and the socialist planned economy as 
antagonistic to each other actually reduces the socialist planned economy 
to a monopoly. According to this idea, the basic feature of a socialist 
economy is purely “centralization and unity." This “centralization and 
unity” is neither centralization based on democracy nor unity based on 
independent operation of enterprises. It means monopolizing everything 
and tying the hands and feet of enterprises. This concept regards compe- 
tition as something absolutely bad and monopoly as something absolute good. 
As we know, both competition and monopoly have their histories and always 
develop while opposing and uniting with each other. Those comrades, who 
think of competition and capitalism as being equal, often forget that there 
is feudal monopoly. The result is that they unwittingly put blind faith 
in feudal monopoly, out of groundless fear that competition and capitalism 
are indivisible. What an irony! 


Marx said: "Modern monopoly is engendered by free competition. But as 

we know, competition is engendered by feudal monopoly. Monopoly engenders 
competition, competition engenders monopoly." ("The Poverty of Philosophy," 
"Collected Works of Marx and Engels,” Vol 4, p 177-178) It may be said 

that competition and monopoly rise and fall together and that when competi- 
tion no longer exists in society, monopoly will become an exhibit in the 
museum of history. 


Competition marks the reletionship between commodity producers who produce 
for a common market. It is not a product of capitalist economy but rather 
a product of a commodity economy. Therefore, as long as commodity produc- 
tion exists, competition will exist, However, just as the connections be- 
tween a commodity economy and different modes of production vary according 
to the variety of the modes of production, different kinds of competition 

also exist among different commodity economies. 


Competition is a special form of emulation launched by commodity producers 
for winning favorable purchasing and marketing positions on the market. 
Marx said: "Competition is not industrial emulation but commercial emula- 
tion. In ou. era, industrial competition exists only for the sake of crm- 
merce." (Ibic., p 173) “Industrial emulations" among capitalist enter- 
prises in reforming techniques and management, improving product quality, 
renewing product variety and lowering production costs are aimed at de- 
feating competitors and striving for maximum profits. Competition between 
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socialist enterprise is, of course, also aimed at striving for favorable 
purchasing and marketing positions on the market and seeing that enter- 
prises have their own special local interests to look after. But these 
local interests are only interest differences based on the identity of 
fundamental social interests. Consequently, competition between socialist 
enterprises is competition regulated according to plan and through the co- 
ordination of such enterprises within the sphere of society. This compe- 
tition is subordinate to the aim of making production suit social need 
better. Competition will urge them to innovate their production techniques, 
improve their operation and management and insure high yield, better qual- 
ity, low rate of consumption and marketability of products. For this 
reason, under the socialist system, “industrial emulation" will not “exist 
only for the sake of commerce" as under the capitalist system. On the con- 
trary, competition, that is “commercial emlation,” will be the condition 
for “industrial emulation.” Competition will promptly bring to light the 
contradiction between advanced enterprises and backward ones and eliminate 
those enterprises whose products are inferior in quality, unsuited to 
needs and have a greater rate of consumption and a high cost of production 
and which incur heavy losses. With these enterprises eliminated, avail- 
able raw and processed materials, fuels, electric power and labor power 
will be supplied to these enterprises whose economic effects are greater. 
In addition, production of the products urgently needed by the national 
economy will be insured. This will undoubtedly be a good thing for the 
development of the socialist economy. 


The question of the mechanism of the market and competition has not just 
been brought forward today. As far back as 1956 when a socialist trans- 
formation of private industry and commerce had just scored the basic vic- 
tory, Comrade Chen Yun pointed out in his speech at the first session of 
the first NPC and at the eighth party congress: The methods adopted by 
commercial departments--placing orders with factories for processing mater- 
ials and supplying manufactured goods and enforcing state monopoly for 
purchase and marketing--and the method of distributing commodities from 
top to bottom within the commercial department all showed their defects 
though the methods were necessary for the transformation of private in- 
dustry and commerce. For example, it was not easy to fix purchasing 
prices accurately; the quantities of materials to be processed were large 
at one time and small at another; raw materials were not supplied properly; 
the quantity of certain commodities declined, their variety decreased and 
their color and design were not suited to market demand; many factories 
were not enthusiastic about lowering their production costs; and agricul- 
tural and subsidiary products were procured exclusively by local state 
commercial organizations or supply-market cooperatives, (When they paid no 
attention to procurement or when the purchasing prices were too low, pro- 
duction of agricultural and subsidiary products declined.) In view of 
this, Comrade Chen Yun proposed that these methods be changed according 

to the new foundation of the socialist economy following the transformation 
of private industry and commerce, and that specialized industrial compaiuies 
organize production and marketing on behalf of factories. Except for a tew 


54 























commodities like cotton yarn, cloth, coal and sugar which had a bearing 

on the national economy and people's livelihood, were marked by simple 
specifications and which might coniinuously be left to state monopoly for 
purchase and marketing, articles of everyday use and handicraft products 
were to be chosen by the commercial separtment from factories. The remain- 
ing commodities might be marketed by the factories themselves or consigned 
to the commercial department for marketing on their behalf. Within the 
system of state commercial organizations and the supply-marketing coopera- 
tives, a changeover to choosing the goods from bottom upward was to be 

ma Stores at the lower level might choose goods from any wholesale or- 
gai tion in the country or chose goods directly from factories. Commodi- 
ties from various parts of the country might enter into any locality for 
sale, and no locality within China could adopt the method of blocking the 
passage of goods to other localities. Except for certain raw materials 
which fell short of demand and which were to be distributed by the state, 
all the raw materials needed by factories were to be chosen by the fac- 
tories themselves. The prices for purchasing the conmrodities might oscil- 
late within the range approved by the state, With regard to the commodi- 
ties chosen for purchase, state plans were to merely provide factories 

with reference indices, and the factories concerned were to fix their own 
indices in light of market conditions and carry on production without being 
bound by the state reference indices. As for those factories that fell 
behind in production, the state, in planning arrangements, could give them 
an opportunity to improve production and push the sale of their commodities. 
But those that could not stand on their own feet despite repeated support 
were to be eliminated and reorganized. 








Subsequently, these proposals were not upheld and implemented. Looking 
back on the positive and negative experiences of the socialist ecwnomic 
development at home and abroad over the past decades, it now appeurs to 
us that the orientation of these proposals was correct. Their starting 
point was to give enterprises the position of an independent commodity 
producer under a planned social regulation, The producers would thus be 
placed in a position of regularly understanding the need of consumers and 
of accepting the supervision of consumers at all times so their products 
would be salable and correct. This basic spirit was not only applicable 
to those products involved in the proposals at that time but was of uni- 
versal isgnificance because it corresponded with the inherent quality of 
a socialist planned economy in the form of a commodity economy. Besides 
consumer goods, distribution of the means of production could also be 
switched to the orbit of supply and marketing based on the commercial 
principle when conditions permitted. 


In his “On Ten Major Relations," Comrade Mao Zedong brought up the “ques- 
tion of independence of factories under unified leadership,” saying: 

"What are the appropriate rights and interests of the central authorities, 
provinces, municipalities and factories? Our experience is not enough and 
we have to study the question, in principle, unity and independence are 
the unity of opposites. Both unity and independence are needed, All pro- 
duction units should have independence connected with unity before they 
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can develop more vigorously.” ("On Ten Major Relations," “Selected Works 
of Mao Zedong," Vol 5, p 273) 


What we are discussing is the position occupied and the role played by 
the market in regulating social production according to plan in the so- 
cialist society. This question is essentially one of how to integrate 
the unity of social economy with the independence of enterprise operation 
under the socialist system. It is a fundamental question of the socialist 
relations of production. That socialist enterprises have definite rights 
to act on their own with regard to production arrangement, use of funds, 
control of labor power, procurement of materials and goods, marketing of 
products, price changes, regeneration of equipment and distribution of 
income is entirely necessary for enterprises as relatively independent 
commodity producers in the socialist society. But this position of social- 
ist enterprises as commodity producers is obviously different from that of 
small commodity producers and also different from that of capitalist com- 
modity producers. It is different because its base is socialist communal 
ownership. Here the enterprises use the means of production owned by 
society to carry on production and operation, For this reason, in making 
policy decisions in their own interests and in light of market conditions, 
the enterprises should be guided by the unified plans of society. On the 
one hand, this will bring the local interests of the enterprises to the 
orbit of the whole interests of society. On the other, this will enable 
the enterprises to obtain comprehensive information on production and needs, 
information that is beyond their reach. In this way, they can work out 
practicable policy decisions and avoid the random nature of production 
operations. To be sure, these unified plans of society must conform with 
objective economic laws, To achieve this, the unified plans of society 
will have to be tested and rectified by market mechanisms. In addition, 
other conditions must be fulfilled. 


It should be noted that inasmuch as the market exists there will be con- 
tradiction between its spontaneity and planning of the socialist economy. 
In consideretion of their local interests, socialist enterprises as com- 
modity producers may work out policy decisions that do not conform with 
the whole interests of a socialist economy, Besides, as things stand in 
our country, since many socialist enterprises are still scattered in terms 
of economic (not administrative) organization, it is difficult for society 
to objectively give them planned guidance since they suffer from great 
limitations in grasping technical progress and supply-demand conditions. 
This being so, their forecast of market conditions and their production 
arrangements will inevitably be marked by blindness. At the same time, in 
dealing with the socialist society market in the above passage of this 
article, we merely examined the socialist commodity economy as the main 
body. As a matter of fact, apart from the socialist commodity economy a 
small commodity economy exists as a supplement to the socialist economy 
as does a small part of a capitalist commodity economy that enters into 
the market covertly and overtly. This being so, spontaneous capitalist 
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tendencies the spontaneous advance of small producers are bound to occur 
from time to time. These spontaneous forces will not only become active 

in the vacuum left by many enterprises that are economically scattered 

but will often exercise a corrosive influence over the socialist enter- 
prises. Therefore, in addition to other necessary administrative measures, 
particularly economic ones, the fundamental way of overcoming the spon- 
taneous forces is to increase the socialization of production on the basis 
of developing the productive forces of society. To increase the degree of 
production socialization is to reinforce the material foundation of national 
economic planning. 


During the current discussion on the economic system question, opinions 

are divided over the question of whether the main problem now is over- 
centralization or overdecentralization. In fact, it is partially correct 
to say that the main problem is overcentralization and overdecentralization. 
Viewed from the administrative management of economic undertakings, it is 
indeed overlycentralized. Viewed from the organization of economic con- 
nections, it is indeed overly decentralized. Economic decentralization 

is expressed by the fact that economic undertakings are not organized 
according to the internal connections of economy. Many enterprises are 
connected by administrative means. Economically, they are isolated from 
one another and are kept at arm's length from one another, Over the years, 
this economic decentralization is kept within bounds by centralized ad- 
ministrative management. As soon as centralized administrative management 
is slackened, the spontaneity of a decentralized economy will be exposed 
forthwith. This is the reason why “decentralization is followed by dis- 
order.” 


After the October revolution, Lenin set Russia the task of “socializing 
production in reality.” ("The Present Task of the Soviet State Power,” 
"Selected Works of Lenin,” Vol 3, p 495) This directive is also of momen- 
tous realistic significance to the present development of our socialist 
economy. Reform of the economic system is precisely aimed at actually 
socializing production. Therefore, to make preparations for this, united 
enterprises must be organized. United enterprises are independent busi- 
ness accounting units built on the foundation of specialization and coopera- 
tion. They must break down the barriers of administrative departments, 
administrative divisions and trades. On the principle of economic ration- 
ality, they must economically and organically organize the production units 
and supply-marketing units directly concerned in production operation, 
thereby unifying the control of manpower, financial and material resources, 
and production, supply and marketing. Relationship of specialized divi- 
sions of labor and cooperation should be established among the units under 
the united enterprises. Of course, increasing the socialization of pro- 
duction does not amount to organizing all enterprises into large united 
enterprises. From the economic point of view, it is not possible and neces- 
sary to merge a number of medium and small enterprises into united enter- 
prises. But with groups of large united enterprises as the backbone, it 
will be easy to connect economically a number of small and medium enterprises 
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thet are still independent. As specialized enterprises, medium and small 
enterprises may establish cooperative relations with the united enter- 
prises concerned and accept the guidance and help from the united enter- 
prises economically, technically and in management, serving as satellite 
enterprises revolving round the united enterprises. A contract system 
determining economic responsibility in clear terms must be instituted to 
regulate the regular economic connections between various units of produc- 
tion operation within a united enterprise, between united enterprises and 
between united enterprises on the one hand and small and medium enterprises 
cooperating with them on the other. These economic contracts which dove- 
tail production, supply and marketing may serve as the base of a planned 
economy. In this way, the unified plans of society may be drawn up mainly 
by the united enterprises from the bottom up through coordination. The 
production and marketing activities of small and medium enterprises as 
satellite enterprises may be brought to the orbit of the united plans of 
society through the fixed cooperative relations between the united enter- 
prises and them. 


In this way, the state may shake off a lot of tedious administrative affairs 
and direct the economic activities of enterprises through economic policies 
and economic legislation that are compatible with planned targets. 


Concerning the focal point of national economic planning work, some comrades 
propose that it should rest on studying and formulating long-range plans, 
particularly interim plans. I think this suggestion is correct. Drawing 
up long-range plans and interim plans that are relatively steady and scien- 
tifically based is the necessary condition for regulating social production 
according to plans in the socialist society. If plans are arranged pro- 
visionally each year and if annual plans are frequently changed in the year, 
the normal cooperative relations between enterprises and the normal order 
of capital construction will either inevitably be disturbed or the plans 
themselves will not be carried through. Consequently, the objective of 
regulating social production according to plan cannot really be achieved. 


Banks are nationwide bookkeeping organizations for regulating social pro- 
duction according to plan in the socialist society. Through the issuance 
and withdrawal of currency and through loans, account settlements and the 
business of receiving and paying out cash and foreign exchange, the banks 
of socialist countries are in a position to grasp the changes in each 
sphere of the national economy regularly and promptly. Thus, the benks 
can provide dependable data for drawing up national economic plans. More- 
over, in the sphere of fund activity, they can directly give guidance and 
help the enterprises and supervise their implementation of national eco- 
nomic plans. In 1918 Lenin pointed out in his “Outline of Bank Policy”: 
“Bank policy is not limited to the nationalization of banks. It should 
gradually but ceaselessly turn the banks into unified accounting organiza- 
tions and regulating organizations to regulate the economic life of the 
whole nation which is organized in the socialist way." ("Outline of th. 
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Bank Policy,” “Collected Works of Lenin,” Vol 27, p 206) Fully utilizing 
the functions of the banks as “unified accounting organizations and regu- 
lating organizations” is an indispensable condition for overcoming the 
spontaneous forces of the market and guiding the action mechanism of the 
market to the orbit of regulating social production according to plan in 
the socialist society. If the banks are really enabled to “regulate the 
economic life organized in the socialist way,” it will be necessary to 
change capital construction investments from financial allocations to bank 
loans and to provide full credit loans for revolving funds. In this way, 
banks can exercise unified control over management of capital construction 
investments and revolving funds. At the same time, it is imperative to 
insure that the banks have the right to act on their own in their business 
activities within the Limit of their functions and power. We aust reso- 
lutely get rid of the practice of withdrawing money from banks on the 
strength of an order endorsed by the party or government chief at any level. 
Only thus can “the unified and incomparably giant state bank with its 
offices in various villages and factories” become "a back-bone of the so- 
cialist society” in the true sense of Lenin's words. ("Can the Bolsheviks 
Maintain State Power?” "Collected Works of Lenin,” Vol 26, p 87-88) 





Reform of the economic system is a complicated problem, It is necessary 
to study it seriously and to carry it owt with circumspection. On the 
basis of thorough investigation and research, we should determine the 
strategic aim of reform and the corresponding steps of action and make 
everything pass through experiments. The object of this article is to 
envisage a plan of reform. It merely attempts to put forward some views 
from the theoretical standpoint on how to recognize and apply the law of 
value and mechanism of the market in a socialist planned economy. I! bring 
these views to our comrades for reference purposes in their study of the 
question of the economic system and look forward to their comments. 


CSO: 4006 


39 








ECONOMIC PLANNING 


"NANFANG RIBAO’ COMMENTS ON ECONOMIC ISSUES 
Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 24 Aug 79 HK 


[Report on 25 August NANFANG RIBAO editorial: “Emancipate the Mind and 
Liven Up the Economy”) 


{Excerpts} The editorial says: The provincial conference on increasing 
production and practicing economy in industry and communications has vic- 
toriously concluded. This meeting was successful, because the provincial 
CCP Committee leadership took the lead in vigorously grasping economic worth; 
because full discussions were held by emancipating the mind and bringing 
democracy into play, centering on the issues of expanding the sel f-manage- 
ment rights of enterprises and livening up the economy; and because people 
refrain from formalism and stereotyped speech, solved actual problems in 

a down-to-earth way, and basically formulated the tasks of increasing pro- 
duction and practicing economy in the final 4 months of the year. However, 
all this is only 4 new start. Whether the province's economic work can 
truly prance ahead and achieve a great breakthrough depends on the common 
efforts of the whole party from top to bottom, A very important point here 
is thet, under party leadership, we must emancipate our minds, dare to 
thrust into forbidden areas, dare to embark on new roads, apply the prin- 
ciple of taking practice as the sole criterion for testing truth to weigh 
up our economic management systems, principles and policies, and uphold the 
correct things and restructure the incorrect things. 


The reason why the experiences of Qingyuan County attracted universal 
interest at this meeting and became a focal point of discussion was be- 
cause this county has thrust into a forbidden area in the issue of expand- 
ing the self-management rights of the enterprises, and opened up a point 
of breakthrough. Although their experiences are not yet perfect, their 
spirit of bold practice and daring to create new things is extremely valu- 
able, We must precisely advocate this kind of zeal in the current work of 
restructuring the economic management system, Naturally, in the course of 
this restructuring, we must persistently proceed from reality, seek truth 
from facts, and advance with steady pace. We cannot rush headlong into 
mass action. 





What are the forbidden areas we should thrust into in the current economic 
management system’ The most urgent ones are the issues of expanding the 
self-management rights of enterprises and livening up production. For 

many years, enterprises have lacked the slightest self-management rights 

in respect of manpower, finances. vaterials, production, supply and market- 
ing, due to excessive emphasis = centralized and unified management. This 
situation has tied up the development of the productive forces. However, 
some comrades hold that this expresses the superiority of the socialist 
system. Actually, this is a complete misunderstanding. Without doubt, 
planned economy is an expression of the superiority of the socialist systen. 
However, state plans cannot be all-embracing; it is essential to bring 

to play the role of market regulation, under the guidance of the state 
plans. At this conference, the provincial CCP Committee decided to follow 
the spirit of the Chengdu conference end carry out trial-point work in ex- 
panding the self-management rights of enterprises, to give the enterprises 
some rights with regard to finances, material and manpower, so as to better 
combine the interests of the state, the enterprise and the individual. In 
addition, some flexible measures have also been adopted in production, 
supply and marketing, to liven up the channels of production and circulation. 


fhe retained profit of the enterprises and the bonuses for the workers are 
both based on the development of production. Increased profit retained in 
the enterprises and increased bonuses for the workers show that production 
has greatly developed, and the amount of profit handed over to the state 

is also bound to show a great increase, while more abundant gooJs will be 
available in the market. This is precisely a case of “when the water rises, 
the boat rises with it" and completely conforms to socialist principies. 

We must fully mobilize all positive factors in this way and let the state 
and the people become rich. Of course, in saying this we are certainly 

not advocating the indiscriminate issue of bonuses and the distribution 

of all the profit retained by the enterprises; it is necessary to take 
simultaneous account of the interests of the state, the enterprise and the 
individual. The profit retained by the enterprises must first be used for 
expanded reproduction and for the workers’ welfare, and then for the issue 
of individual bonuses. This is beneficial for the state and the enterprise 
and also has still greater advantages for the individual, When the reason- 
ing is clearly explained, the workers will be happy to accept it. 


The editorial says: We must also advocate some competition between enter- 
prises and make arrangements, provide support and supply materials accord- 
ing to priority, applying this “three priority” method to make a success of 
industrial readjustment. Socialist competition is competition in which 
fundamental interests are identical, and is based on the public ownership 
system, Actually, it is also emulation. Competition helps to stimulate 
socialist enterprises to improve production technology and mangement and 

to achieve high output and quality and lower input consumption. If every 
unit is treated the same whether it works well or badly, our economic con- 
struction will come to a halt and even go into reverse. In particular, as 





a result of many years of interference and sabotage by Lin Biao and the 
gang of four, the economy is unbalanced and supplies of raw material and 
motive power are insufficient, while the front is stretched very long. 
This requires all the more that we carry out readjustment in accordance 
with the principle of exercising priority in three respects, so that pro- 
gressive enterprises can enjoy priority in development, while backward 
enterprises must transform themselves and catch up in the course of conm- 
petition if they want to stand on their own feet and avoid elimination. 
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FUJIAN HOLDS INDUSTRY, COMMUNICATIONS WORK CONFERENCE 
Fuzhou Fujian Provincial Service in Mandarin 0300 GMT 30 Aug 79 HK 


[Summary] Recently, the Fujian Provincial Revolutionary Committee held a 
work conference in Fuzhou on increasing production and practicing economy 
in industry and communications throughout the province. The participants 
discussed and implemented the plans on increasing production in our pro- 
vince this year and demanded that the industry and communication front 
increase the total value of industrial output by 11.7 percent over 1978. 
"From January to July, the total value of industrial output increased by 
10.3 percent over the corresponding period of last year. The various 
economic and technical quotas have also increased by varying degrees.” 


The participants held: "So long as we advance from victory to victory, 

and work hard for 4 months, we can achieve the plans of increasing the 

whole year's output by 11.7 percent. Promoting the industrial products 

of No 1 Light Industry and No 2 Light Industry burevas is the key for ful- 
filling the plans on increasing production this year. It is necessary to 
relentlessly grasp the production of raw materials and the weak links in 
coal,electricity and transport, make arrangements for the production quotas 
of steel, rolled steel, coal, electricity, cement, timber, sulphuric acid 
and electronics and establish the ideology of quality first, particularly 

in the light and handicraft industry so as to join the international markets 
and increase exports for foreign trade. It is also necessary to effectively 
launch work on economy, Factories, mines and other enterprises must 
formulate plans on economy and mobilize the masses to launch ‘save every 
copper’ activities.” 


Wu Hongxiang, secretary of the Fujian Provincial CCP Committee and vice 
chairman of the provincial revolutionary committee, put forward four demands 
to the leading comrades at all levels in order to fulfill the plans of in- 
creasing production and practicing economy: 


"lL, It is necessary to truly shift the focus of work to modernization in 
ideology and action, place the leadership's main energy on production and 
construction and seriously grasp the movement to increase production and 
practice economy. 2. It is necessary to give free rein to the masses, 
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give play to the role of trade unions, CYL and [words indistinct] organiza- 
tions and effectively strengthen political and ideclogical work. 3. The 
economic departments, particularly commerce, foreign trade, finance and 
material, must enliven economic work with united efforts and jointly grasp 
the movement to increase production and practice economy.” It is also 
necessary to make use of stockpiled material. 4. It is necessary to es- 
tablish and put on a sound basis 411 kinds of economic management organs 
and to give full play to the functional role of the organs." 
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HUNAN COMMENTATOR LOOKS AT IMPROVING PRODUCT QUALITY 
Quality Not Stressed Enough 
Changsha Hunan Provincial Service in Mandarin 1100 GMT 29 Aug 79 HK 


[Station commentator's article: "Product Quality Is the Life of Enter- 
prises" |] 


|Excerpts] Facts have vividly shown that product quality is the life of 
our enterprises and the variety of colors and designs is the future of our 
enterprises. With the promotion of product quality and the variety of 
colors and designs, our enterprises can promote their output at every step 
However, up to now a few enterprises still fail to have a deep understand- 
ing of this issue, They only seek a passable product quality and do not 
seek to perfect their product quality. Some enterprises still put undue 
emphasis on promoting output and output value and ignore the promotion of 
production quality. Their products have not been changed for many years. 
Their designs are backward, their compositions are obsolete and their pro- 
duct quality is inferior but their prices are high. As a result, they are 
having a poorer and poorer sales and they are having more and more over- 
stocks. We must attach major importance t~> this situation. 


We must firmly foster the idea of giving first place to product quality, 
have a responsible sense of being the master of the state, aciively throw 
ourselves into the second national “quality month" activities, give full 
play to our abilities, constantly improve product quality and produce 
more quality products that have good sales so as to meet the needs of so- 
cialist modernization and the people's livelihood, 


Consider Consumers 
Changsha Hunan Provincial Service in Mandarin 1100 GMT 1 Sep 79 HK 


[Station commentator's article: "We Must Take the Consumers Into Considera- 
tion in Everything"] 


lExcerpts| The second “quality month" activities in China has been launched 
starting today. Many units have put forward a resounding slogan for the 
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“quality month" activities: “Take the consumers into consideration in 
everything.” It is a summation of profound experiences. It has very 
accurately manifested the basic premise of doing well in promoting quality 
control. 


During the past few years, as a result of the serious interference and 
sabotage of the gang of four, the concept of taking the consumers into 
consideration in everything was blunted. In order to seek high value and 
output, some enterprises disregarded product quality in their production, 
They have no standards for their products, seek no innovatior in product 
varieties and ignore the needs of the state and people's livelihood. They 
manufacture in a rough and slipshod way, do shoddy work, use inferior 
materials and have made no improvement in their products for years. The 
products are of an inferior quality but their prices are high. This has 
resulted in a very abnormal situation in which many commodities are out 
of stock in the markets and others are piled up in the factories. 


In some enterprises, large amounts of productive circulating capital have 
been appropriated while the piled-up products have degenerated and been 
scrapped. This has not only brought about great economic losses to the 
state and great difficulties to enterprises in production and brought some 
enterprises to the verge of stopping production and being eliminated, but 
has also impaired the prestige of socialist enterprise and the state, re- 
sulting in many irredeemable political consequences. 


Facts have demonstrated that if enterprises and productive units do not 
take the consumers into consideration, they will certainly receive their 
deserved punishment. 


All production units must resolutely overcome the thinking that when there 
are few product varieties, their products are in great demand irrespective 
of their quality and that the production tasks are so heavy that they do 
not have time to worry about product quality, They must take the consumers’ 
demand as the standard and work hard to produce more products with which 
the consumers are satisfied in order to acquire more consumers and promote 
the development of the enterprises. 
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HENAN MEETING DISCUSSES INDUSTRIAL PRODUCTION 
Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 1 Sep 79 HK 


[Summary] The Henan Provincial Revolutionary Committee convened a tele- 
phone conference on 31 August to discuss increasing production and prac- 
ticing economy in industry and communications. Yang Shucheng, deputy 
secretary of the provincial CCP Committee and vice chairman of the provin- 
cial revolutionary committee, presided. Responsible persons concerned 
from all parts of the province ard the provincial organs participated. 


The conference pointed out: The prefectures and municipalities have got 
a good grasp of implementing the spirit and demands of the national and 
provincial conferences on increasing production and practicing economy in 
industry and communications. Much has been accomplished in a short time. 


The conference held: Since the province's industrial production must rise 
by more than eight percent this year, the tasks in the last 4 months of 
the year are extremely arduous. The prefectures and municipalities must 
grasp the fulfillment of the production and economy plans as a serious 
political task and give free rein to the masses to fulfill them. "It is 
necessary to adopt special measures to insure the fulfillment of the light 
industry and textile production plans. All sectors and trades must strength- 
en support for the light and textile industries." The province must make 

a success of the forthcoming “quality month," and also seriously implement 
the relevant documents of the provincial revolutionary committee on improv- 
ing the bonus system, 


"In accordance with the recent instructions of the provincial CCP Committee, 
the conference demanded that the industry and communications front continue 
to seriously Launch the discussion on practice as the sole criterion for 
testing truth, vigorously criticize the ultraleftist line of Lin Biao and 
the gang of four, eradicate its poison, and solve well problems in ideo- 
logical, political and organizational lines,” It is also necessary to care 
for the workers’ daily life and promote safety in production, 
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GUANGDONG MAKES DECISION ON ENTERPRISES BONUSES 
Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 29 Aug 79 HK 


[Summary] The Guangdong Provincial CCP and Revolutionary Committees have 
decided to conduct trial-point work in implementing the experiences of 
Qingyuan County enterprises. “The comrades in Qingyuan County have emanci- 
pated their minds, and are bold in undertaking practice and research, Since 
last October, they have deducted a percentage from excess profits for use 
as bonus money in 1/7 state-owned industrial enterprises throughout the 
county, greatly mobilizing the activism of the enterprises and the staff 
and workers and improving the management of the enterprises. As a result, 
production has developed, quality has been enhanced, costs have been 
lowered and labor productivity has been enhanced. The enterprises have 
turned losses into profits." 


The provincial CCP and revolutionary committees have organized all the 
participants to the provincial conference on increasing production and 
practicing economy in industry and communications to discuss the exper- 
ience of Qingyuan County. They made a summation after the discussion. 
The provincial CCP and revolutionary committees have demanded that the 
prefectures select certain counties’ industrial enterprises to conduct 
trial-point work and pointed out: 


"Deducting a percentage from excess profits for use as bonus money is the 
main reason why Qingyuan County could score outstanding achievement in 
industry in the first half of this year, However, it is not the only 
reason, They and the county CCP Committee have strengthened their leader- 
ship over economic work, fully mobilized the masses, seriously improved 
the management of enterprises, strengthened the ideological and political 
work and so forth. T'!.ese are inseparable. 


"There are also imperfections in the experience of Qingyuan County. They 
require improvement. The concrete opinion on improvement is: 


"1, Enterprises should implement the state plans, If enterprises feel 
that the profit plans which the higher level assigns to them are too high 
and make it impossible for the enterprises to increase production, earn 
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more income and carry out readjustment, they must have approval from the 
finance departments at the higher level to change them. In future, the 
organs at the higher level should try to establish plans in line with the 
reality of the Lower level. The counties and enterprises must strive to 
insure the fulfillment of the states’ profit plans. 


"2. The provincial economic committee and the finance bureau will issue 
the percentage ratio to be deducted from the overfulfilled portion after 
the profit plans are overfulfilled in the trial-point enterprises. The 
percentages ratio will be issued throughout the province in accordance 
with the different trades and professions, the documents of the state 
council and the experience of Qingyuan County. The various areas are not 
allowed to formulate their own percentage ratio. 


"3. The percentage to be deducted in the enterprises must first be used 
to expand reproduction, and second for the collective welfare of the staff 
and workers and the individual bonuses of the staff and workers. 


"4, The counties which deduct a percentage of excess profits for use as 


bonus money must insure that the profits to be turned over to the province 
increase every year.” 
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ANHUI INDUSTRY--The people in Anhui are working hard in the third and fourth 
quarters to fulfill and overfulfill this year's industrial production and 
revenue plans. The province, most of the municipalities and prefectures have 
formed leadership groups on increasing production and practicing economy and 
opened offices to be responsible for fulfilling and overfulfilling the in- 
dustrial production and revenue plans for the third and fourth quarters. 
Since mid-August this year, Su Yu, Hu Tan and Guo Tixiang, responsible com- 
rades of the provincial leadership groups on increasing production and prac- 
ticing economy, have solved some problems between departments. The people 
in Hefei, Wuhu, Tonling, Huaibei, Anqing and Fuyarg municipalities and pre- 
fectures are resolved to work hard for 130 days to fulfill and overfulfill 
this year's industrial production and revenue plans. [Hefei Anhui Provin- 
cial Service in Mandarin 1100 GMT 21 Aug 79 HK] 


GUANGDONG FINANCE, TRADE CONFERENCE--The Guangdong finance and trade confer- 
ence recently held in Guangzhou put forward that the major tasks in Guang- 
dong’s current finance and trade work are to seriously implement the prin- 
ciple of readjusting, restructuring, rectifying and improving the national 
economy; prominently do well in supporting agriculture; actively promote the 
development of light and textile industries; further do well in promoting mar- 
ket supply, foreign trede and exports; widely launch the movement to increase 
production and practice economy; speed up the development of Guangdong's 
finance and trade; and contribute to do well in fighting the first battle 

of realizing the socialist four modernizations. The conference noted: fi- 
nance and trade departments must do well in promoting the procurement of ag- 
ricultural sideline products in a timely way and promote the development of 
production. The conference also specially studied the issue of how to active- 
ly promote the development of light and textile industries and to supply even 
greater varieties of daily industrial products. [Guangzhou Guangdong Pro- 
vincial Service in Mandarin 2330 GMT 24 Jul 79 HK] 


QLNGHAIL PRODUCTION MEETING--The Xining municipal leading group for checking 
warehouses, reducing deficits and increasing profits held an on-the-spot 
meeting on increasing production and practicing economy at Xining motor 
vehicle parts factory on 20 August. Workers from this factory, the Qinghai 
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chemical industry plant and Ximing match factory introduced their experience 
in the campaign to increase production and practice economy. (Zhu Deben), 
vice chairman of the Xining Municipal Revolutionary Comittee, spoke at the 
meeting. He noted that leaders of some enterprises remained indifferent 
toward the shift of the emphasis of the party's work and that some Daqing- 
type enterprises turned out products of inferior quality. He called on in- 
dustrial and communications departments and enterprises in Xining to learn 
from advanced exnerience and elect capable persons to leading posts so as to 
do a better job. [Xining Qinghai Provincial Service in Mandarin 1430 CMT 

22 Aug 79 OW] 


SHANDONG MUNICIPAL WORK CONFERENCE--The Jinan Municipal CCP Committee held 

a work conference 8 to 13 August to study once again the guidelines of the 
third plenum of the lith CCP Central Committee. The worker conference dis- 
cussed the question of how to concentrate efforts on economic work and how 

to push industrial production forward to insure comprehensive overfulfill- 
ment of the annual p'sas of this year. It was reported that the annual 

total output value plan for the municipality was carried out 55.5 percent, an 
4.8 increase over the same period last year. [Jinan Shandong Provincial 
Service in Mandarin 2300 GMT 17 Aug 79 SK] 


ZHEJLANG ENTERPRISE REGULATIONS--Hangzhou, 24 Aug--The Zhejiang Provincial 
Revolutionary Committee recently issued a (draft) [brackets as received] 
regulation concerning the development of city, township and neighborhood 
collectively owned enterprises and called on prefectural, municipal and 
county revolutionary committees and on units directly under the province to 
actively support city, township and neighborhood collectively owned enter- 
prises. The regulation lists trades under nine categories including industry, 
handicrafts, food service, repair service, transportation, construction, 
commerce, culture and education, and health which collectively owned enter- 
priese are allowed to engage in. The regulation also stipulates that staff 
members and workers of collectively owned enterprises should not be dis- 
criminated against. | Beijing XINHUA Domestic Service in Chinese 0320 GMT 

2% Aug 79 Ow} 
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GENERAL ECONOMIC INFORMATION 


*JIANGKI RIBAO’ STRESSES PROPER IMPLEMENTATION OF BONUS SYSTEM 
Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 1 Sep 79 HK 


|Report on JIANGKI RIBAO short commentary: "We Must Not Give Up Eating 
for Fear of Choking"--date not given] 


[Excerpts] The short commentary noted: A bonus is a form of payment for 
labor adopted to realize the principle of to each according to his work. 
The practice of the bonus system on the industry front is a significant 
measure to expose and criticize Lin Biao and the gang of four, boldly cor- 
rect past mistakes, observe objective laws and use economic methods to 
manage enterprises. It has played a very effective role in mobilizing 
the enthusiasm of the staff and workers in vigorously developing the four 
modernizations and promoting the development of production. 


In the course of practicing the bonus system, some units have failed to 
keep pace with the system in ideological and political work or have not 
correctly practiced the bonus system and some problems heve arisen. in 
particular, toward the end of last year, in the name of giving out year- 
end bonuses, some localities and units recklessly gave out cash and kind, 
As a result, the state's money was spent. However, the effects of reward- 
ing the advanced, urging the backward on and developing production were not 
achieved, 


The problems which arose from giving out bonuses merit our attention and 

we must attach importance to them, These problems have demonstreted that 
the bonus system which embodies the prinicple of to each according to his 
work has not been truly implemented. There are many reasons for this. We 
should specificelly analyze them and make improvements in order to gradually 
perfect the system, 


hecause of improper work, problems have arisen in some enterprises in giving 
out bonuses. Without making any analysis, some comrades have blamed the 
problems on the bonus system which embodies the principle of to each accord- 
ing to his work. They have given up eating for fear of choking and used 

it a8 @ pretext tv negate and abolish the system of to each according o 
his work and bonuses. They have once again developed equalitarianism aid 
Started “messing together.” This action is not correct. 
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Many of owr enterprises have implemented the principle of to each accord- 
img to his work and practiced a rational bonus system which encourages the 
pivanced. As a result, the enthusiasm of the staff and workers has been 
greatly enhanced and production has developed very rapidly. This has been 
repeatedly demonstrated by the practice of many enterprises. 


In persistently practicing the bonus system, the current issues are to 
seriously study the spirit of the third plenum and the theories and poli- 
cies regarding to each according to his work, penetratingly criticize the 
ultraleftist Lime of Lime Biao and the gang of four and eliminate its 
pernicious influence. We must do a very good job in suming up the posi- 
tive and negative experiences and lessons of the past years, correctly 
eractice the bonus system, mobilize the socialist enthusiasm of the staff 
and workers and do well in promoting the movement to increase production 
and practice economy in order to better serve realizing the tasks of re- 
pdjusting, restructuring, rectifying and improving the national economy 
ind speed up the tour modernizetions. 
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GENEF~sL ECONOMIC INFORMATION 


HUBEI MUNICIPALITY PUBLICLY ENROLLS WORKERS 
Wuhan Hubei Provincial Service in Mandarin 1100 GMT 30 Aug 79 HK 


[Summary] “According to a HUBEI RIBAO report, worter earcllment advertise- 
ments have been recently put up along major roads and in street corners in 
Shashi Municipality by the worker enrollwent office of the Shashi Municipal 
Revolutionary Committee.” According to she advertisements, the higher 
authorities have permitted units under ownership by the whole seople to 
enroll a total of 1,944 workers in Shashi. “To enhance the quality of 
worker enrollment, the current worker enrollment will adopt voluntary 
entry methods, comprehensively assessing the moral, intellectual and physi- 
cal qualities of applicants and selecting the best.” The masses of young 
applicants and people have supported the public worker enrollment methods. 


Over the past few years, the workers needed by factories were enrolled and 
assigned by labor departments in a unified way. This worker enrollment 
method hed quite a few disadvantages: 1) Units which needed new workers 
could not enroll them in accordance with their own production characteris- 
tics and requirements; nor could they have job interviews with applicants 
or select the best; 2) Applicants had no choice at all; and 3) The enroll- 
ment work was not carried out publicly on the basis of selecting the best. 
As a result, the practice of getting jobs through the “back decor” prevailed 
in a serious way. The people had many complaints about this. 


To change this situation, the Shashi Municipal Revolutionary Committee has 
decided to carry ‘st enrollment work publicly. To do well in the current 
enrollment work responsible comrades of the municipal revolutionary com- 
mittee listene”. o reports made by departments concerned and formulated 
general regulati os regarding enrollment work. The general regulations 
prescribe that tle current worker enrollment is intended for two types of 
applicants: 1) Rusticated educated youths who have tempered themselves 
through manual labor in the rural areas for 2 years and 2) Educated youths 
who have been permitted to stay in the city in accordance with the stipu- 
lations of the policy. The enrollment work started on 20 August. Generel 
knowledge examinations will be held on 2 September. 
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GENERAL ECONOMIC INFORMATION 


UTILIZING LAW OF VALUE IN ECONOMIC ACCOUNTING 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 4, 20 Apr 79 
pp 14-15 


[Article by Wang Jiexiang [3769 0094 4382], Shandong Aluminum Plant] 


[Text] Due to the continued existence of comsodity production and exchange 
through the medium of money in the socialist society, the law of value is 

an objectively extant economic law which must be ccrrectly utilized to serve 
the socialist economy. Practical experience has proven that only the utili- 
zation of the law of value and the implementation of a strict system of 
economic accounting will induce enterprises to keep improving their produc- 
tion technology, perfect their business management, reduce costs, raise 
economic effectiveness and promote the development of production. Based 

on understanding that I gained in actual work, I intend to discuss in the 
following some concrete examples of utilizing the law of value and of insti- 
tuting economic accounting. 


Our branch factory producing aluminum by the electrolytic method has in thre 
past always used pitch as raw material to make anode paste. The pitch came 
from the Shijingshan Steelworks, shipped to us from Beijing by long-distance 
transport and costing 68 yuan per ton. If we would use pitch from the Jinan 
Steelworks it would cost only 55 yuan. Why seek the far away instead of 
what is close by, why use a higher priced raw material rather than the cheaper 
one? One reason was that, having used Shijingshan pitch in the past, its 
mixture and use in ratio production operations were well und “stood. 

It was feared that changing to Jinan pitch would affect production opera- 
tions and the quality of the electrolytically produced aluminum. Another 
reason was that the law of value had never been applied and no economic 
accounting had been carried out. After the exposure end criticism of the 
“gang of four,” knowledge was enhanced, accounting strengthened and, with 
the approval of the Materials Control Department, the cheaper Jinan pitch 
was used. By diligent trial mixtures and trial production by the produc- 
tion units, with the close cooperation of other units concerned, the quality 
of the anode past thus produced conformed completely to requirements. In 
this way the cost of every ton of anode past was 8 yuan less and the pro- 
duction costs of the electrolytically produced aluminum could be reduced 
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180,000 yuan per year, thus raising the profit rate and increasing capi- 
fund accumulation for the state as well as economizing transport resources. 


| 
tal 


The cement branch factory of our plant in sintering cement chamotte has in 
the past always used lo» ash-content Datong coal which cost 31 yuan per ton. 
Shandong is also a coal mining area, its coal is high in ash content but 

its price Is cheap, 23 Yuan per ton. As people were afraid that the use 

of Shandong coal would cause problems and adversely influence the quality 

of the cement, afraid of shouldering the responsibility, they shunned what 
was close at hand and used the far away product instead, the high-priced 
Datong coal. Later, through many experiments, they learned to use Shandong 
coal in the sintering process and changed over to the use of Shandong coal. 
At the beginning of last vear, due to the Materials Control Department hav- 
ing changed the source of coal supplies, the cost of one ton of cement could 
be reduced by 0.50 yuan. Throughout the entire year this would amount to 

a reduction in costs of 210,000 yuan. This not only increases accumula- 
tion for the state but also lightens railway transportation from Datong in 
Shanx! Province to Gunzhou in Shandong Province. In another instance, the 
Supply and Marketing Division had stocked up almost 600,900 fiberglass bags 
for packing aluminum oxide. The ratio of torn bags was very high because 
they had been used repeatedly and the production units did not want to use 
these bags anymore. Later, the supply department organized family members 
of the staff and workers to repair the old bags at a reasonable price, so 
that each bag cost less than 0.30 yuan, while new bags would cost 1.47 yuan 
each, which is four times more. The production units are therefore glad 

to use the old bags. By doing so, not only is material used to its utmost, 
overstocked material cleared out and costs reduced, but the pressure to sup- 
ply new fiberglass bags has been lightened. 


The effectiveness of the law of value does not manifest itself only in the 
accounts with outside units but also in the accounts among various sectors 
within the same enterprise. For instance, in the case of price determina- 
tion for work teams relevant to economic and technical indexes (generally 
letermined on the basis of state-prescribed unit cost prices), if the pre- 
ribed plan prices would not conform with the objective reality and contra- 
vene the demands of the law of value, this would adversely affect efforts 
to raise the quantity and quality of production. No 2 workshop of the 
:luminum oxide branch of our plant produced raw material in thick liquid 
form. The work team accounts should be based on four indicators, namely 
vuurly capacity of mill, water content, ratio of calcium to silicon, and 
fineness. In the past, indicators were not separately established for 
economic results and a percentage figure was used of the completed, 
up-to-standard products. As a result, production capacity could not be 
raised and water content was badly controlled, resulting in a reduction 
in quantity and quality of production. Later, adjustments were made based 
the law of value and accordine to the larger and minor economic effects. 
roduction capacity went up markedly, going from small-scale milling 
to large-scale milling and large-scale milling exceeded the 100 wzark (over 
. cubic meters per hour capacity). At the same time the sense of 








e n 
thusiasm to better control the solution cocks, thus guaranteeing the quality 
of the production. Another instance involved the use of reject materia 
(dross and waste materials) at the smeltery. Effective metal content i 
these materials was low (it was like leftover bits and pieces) and the pre- 
scribed price inclined to be high so that nobody wanted to use it and the 
factory could not dispose of its dross and waste material, tying up capital 
funds. Later, giving consideration to such factors as the adverse effect 
of rejected material on raising production capacity, the price was adjusted 
downward. Many people then started to use the reject material and dispo- 
sal of waste materials was greatly speeded up. 


ility was strengthened, measures were undertaken with great en- 


a 


in summary, the law of value is something that must be utilized and must 

not be contravened. Comprehending it and utilizing it can adroitly guide 
action according to circumstances and render a service to production. It 
can raise labor productivity and low production costs as well as raise the 
quality of the products. Violating the law of value, conducting affairs 

not in accordance with the law of value, will result in having to suffer 

its penalties. This is a truth gained through many years of experience. 

We must make full use of the law of value and strengthen economic accounting 
in enterprises to serve the realization of the four modernizations. 





GENERAL ECONOMIC INFORMATION 


INDIVIDUALLY RUN REPAIR, SERVICE TRADES REAPPEAR IN BEIJING 
seijing Domestic Service in Mandarin 2230 GMT 27 Aug 79 OW 


[Text] According to CAIMAO ZHANXIAN BAO [FINANCE AND TRADE FRONT JOURNAL], 
the industry and Commerce Administration Bureau and the Finance and Revenue 
Bureau of Dongcheng District, Beijing Municipality, in order to fully imple- 
ment the policy on individual workers, recently issued work licenses to a 
group of individual workers in the repair and service trades and encouraged 
them to work conscientiously and serve the people still better. 


Since the close of the third plenary session of the party Central Committee, 
the two bureaus have coordinated with other departments concerned and in- 
vestigated the general situation of individual workers. They have also 
studied and implemented related policies, including the following: Return 
the tools, cash and other belongings that should not have been confiscated 
but were to individual workers; help them solve their problems in obtaining 
raw and processed materials; revise some of the unreasonable tax rates on 
these trades; examine workers who do not have licenses case by case and 
issue them licenses according to regulations; prohibit those who are not 
legitimate residents of the district or who have other proper jobs from 
doing business; and educate, fine or ban those who cheat by not following 
the state's specified prices and repair service standards. 


\fter these measures were implemented, the enthusiasm of these individual 
workers soared, They are now satisfied with their trades, working hard 
and greatly helping the people. Their services have helped solve many 
people's petty problems and at the same time helped increase the national 
revenue, 


The Beijing Municipal Industry and Commerce Administration Bureau is ready 
to implement the policy on individual workers throughout the city so that 

the various traditional repair and service trades, individually run catering 
services in particular, will be restored as quickly as possible. 
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GENERAL ECONOMIC INFORMATION 


"RENMIN RIBAO' COMMENTARY SUPPORTS TESTING OF CADRES 
Beijing XINHUA in English 0227 GMT 8 Aug 79 OW 


[Text] Beijing, 8 Aug (XINHUA)--No 1 machine tools plant of Qiqihaer in 
Northeast China has tried out a system to assess cadres, reports the PEOPLE'S 
DAILY. 


The plant conducted tests of 270 cadres at the section level in the fourth 
quarter of last year and in April and May this year. The chief method was 
written and oral examinations. This was supplemented by a review of records 
of their efficiency and performance of duty. Further, the opinions of the 
Masses were solicited. The cadres were classified on the basis of the tests 
into A, B, C and D categories. Cadres in category D do not measure up to 
the standard and are to be removed from leading positions. There were 14 
such cadres in the plant. Four outstanding cadres in category A were pro- 
moted to higher level of responsibility. Cadres of category D can still 
advance if they perform their work well and make fast progress. 


The PEOPLE'S DAILY in a commentary said that once political line was decideu, 
cadres were the decisive factor. “Making our country a powerful modern social- 
ist state requires a large number of outstanding cadres who know their jobs 
well and work selflessly and efficiently and have organizational ability,” 

the commentary said. 


China has accumulated experience in cadre work and adopted rules and regul- 
ations, including a system of testing and assessing cadres. But Lin Biao 
and the gang of four used loopholes in the system to form factions and cre- 
ate confusion. Good cadres were not commended and bad ones were not pun- 
ished. For a long time, all cadres were treated the same whether they per- 
formed their responsibilities well or not. 


[he commentary urged further experiments in ways to test and assess cadres 
that a new and better system would take shape. 











GENERAL ECONOMIC INFORMATION 


TIANJIN HOLDS ENTERPRISE MANAGEMENT CLASSES 
Beijing XINHUA in English 1200 GMT 1 Sep 79 OW 


[Text] Tianjin, 1 Sep (XINHUA)--More than 25,000 enterprise managers, factory 
directors, workshop cadres and engineering and technical personnel have at- 
tended classes since the beginning of this year to learn how to manage modern 
enterprises. 


These classes have been offered by cadre schools in industi-y and communica- 
tions, by spare-time cadre schools and by individual fact«ries and enter- 
prises. So far, 139 courses have been held with a ducation of from one week 
to two months. 


Most of those attending the classes have twenty to thirty years’ experience 

in the management of enterprises, but wish to keep abreast of current develop- 
ments in order to raise their management skills and contribute their best to 
modernization. 


Among the subject areas covered in the courses are planning, the introduction 
of new technology, finance, deployment of labour, and the most efficient 

ways of handling goods and materials. Lectures on some special subjects 

have been given by faculty from the Tianjin College of Finance and Economics, 
the Hebei Lagineering Institute, Nankai University and Tianjin University. 
The courses have attracted favourable comments from the participants. 
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GENERAL ECONOMIC INFORMATION 


FINANCIAL MANAGEMENT OF JOINT ENTERPRISES 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 4, 20 Apr 79 
pp 25-26 


\Article by Liu Wenyin [0491 2429 0603), Finance Division, Jilin Chemical 
Industry Company | 


Text At present there are basically two forms used in the management 

of financial affairs in joint enterprises: one is the company (or main 
plant) which centralizes ali financial authority and business, with unified 
accounting and unified management; the other is the company in which the 

tain financial authority is centralized but minor authority is decentralized, 
[In the opinion of this writer the latter form of managen«at is preferable, 


The system of financial management that is adopted must conform to the con- 
ditions of production development and the form in which production is organ- 
ized, In joint enterprises there is a division of social labor into differ- 
tasks but there is also a relationship of close cooperation, The singl> 
economic unit has an independent character; it is the most basic economic 
organization of the state, To organize scattered enterprises into joint 
companies according to specialization and coordination relationships is 
the unavoidable trend and objective demand of a rapidly and high level 
deve loping modern industry. The form of financial management in joint 
nterprises must therefore provide an organization for financial account- 
ing and financial management of the various enterprise; and also provide 


1 good solution tor the relationships between the company and its factories 
in order to bring into full play the zeal and initiative of the factories, 
For these reasons the financial affairs and the finaaciai authority of the 


cc spany must not be unduly centralized, A system ~‘wouid rather be instituted 
of management and accounting at three levels, namely at the company, factory 
ind workshop level, 


he company must be the pivot of ail financial management, The main atten- 
tion t be directed to determining important policy and long-term plans, 
ti mitiea system Of accounting, guiding concret: business attairs, super- 


vising and checking the working conditions of the accounting system and 
organizing overall business accounting. 








The factories must be the core units for financial management and business 
accounting. The basic operations must be performed by the factories. The 
accounting system must also for the most part be implemented by the factories. 
The quality of accounting at this first level is the key to the good quality 
of company accounting. 


The workshop is the foremost frontline of production; the economic account- 
ing of work teams and the cost accounting of workshops is the foundation 
of the entire financial accounting. 


The benefits of this type of management are: 


(1) It can bring into full play the superiority of joint enterprises and 

is advantageous to bringing into play the initiative and zeal of enter- 
prises, and to a real centralization of major authority and decentralization 
of minor authority, indestructable in unity and divided yet not in chaos, 


(2) The company can institute a system of comprehensive economic accounting 
of the various enterprises in order to exercise supervision over the econo- 
mic results achieved by the enterprises, 


(3) If the basic units have a certain amount of financial authority, the 
broad masses of staff and workers will find it easy to link their own work 
performance with the quality of management of their enterprise and will 
deal even better with the relationship between state, enterprise and indi- 
vidual, 


it is difficult to imagine that, in an enterprise o1 several tens of thou- 
sands of people, economic accounting and financial affairs can all be well 
taken care of and well managed by relying on only one financial affairs 
department, In fact, if in the actual operations there is undue centrali- 
zation of company affairs, che effect will unavoidably be that the financial 
staff will be overburdened with routine work and will have no time to gain 
an understanding of the grass-roots working conditions and production and 
business activities, They will then not be able to render reports to the 

adership, bs good councillors, and will also not be able to study conscien- 
tiously the subject of financial management itself, 


Speaking «cf the practical experiences of two large companies of the chemical 
industry (The Lanzhcu Chemical Industry Company and the Jilin Chemical 
Industry Company), they had extensively central‘zed their tandling of goods 
ind materials and their financial management, ‘arketing of products was 
centralized in the company, the company acted as agent for collections and 
disbursements, it figured out profits and turned over profits to the statp 

one unified remittance, The factories did no more settlements of accbunts 

th outside places; all accounts for economic dealings were channeled through 
the company. The company became the center for all financial transfers and 
circulating capital funds and bank loans were all under the unified control 

the company. 


82 





‘ nc various tactorics and department . charge Of mater- 
ials had absolutely : responsibility for the way capital funds were managec; 
wine d they asxec tor it from the company. ihe situation 
i simg acc nt ong ¢t various tactori issumec extreme:y 
seri propor t . > ine tT factories dic mot dco any marketing, they 
iac roOrtit ine Gc ther ver no comprenhensiv indexes to retiec 
t te Of Dusis operations, he company drew funds for its enterprises 
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ting the ftunds ¢t ti various tactories., 
lt we w : trengti tis lal management its oint enters *.ses, tt 
proce aul ; th Lanzno Lhemicai Company and tt Jilin Chemi- 
| Compar , in my opinion, be reformed as follow 


ut independent accounting. 
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ictorie* ma tc cnecr 1 te omic ré sult } ach Lactory. 


(<) ri lactori i the Company must institut system of contracts, 
y must settle accounts through a bank. The present large-scal: 
ret | accounts system anc (trianguiar settlement of account 


lished so as t achieve clarity in accounting. 
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CENERAL ECONOMIC INFORMATION 


PROBLEMS IN FINANCIAL WORK DURING NEW PERIOD OF CHANCE OUTLINFD 


Beijing CAITWU YU KUAIJI [FINANCE AND ACCOUNTING) in Chinese No 5, 20 May 79 
pp 5-7 


[Article by Yang Changzeng [2799 7022 1073], Finance Bureau, Anhui Province) 


\Text] The Third Plenary Session of the llth Central Committee of the Party 
decided that as from 1979 the focus of all work of the party is to be shifted 
to the modernized socialist construction. This is a great, historical 

shift. How financial work is to adapt to this shift, to speedily increase 
revenue, to bring into play to the fullest extent the effectiveness of 
capital funds and to gradually raise financial management to considerably 
higher levels, all this is still a new task for us. In this respect the 
present article tries to examine certain of the problems involved. 


How to Increase Most Speedily Financial Income 


Economics determines finance, finance influences economics. Speedy modernized 
socialist construction and the speedy increase of revenue are cause and 
effect to each other. According to the experiences of many years, the pro- 
mPrtionate relations of revenue increases and production increases show 
three alternative conditions: one is that revenue increases less speedily 
than production; secondly, the speed of revenue increase is in general the 
same as that of production increases, and thirdly, revenues increase some- 
what more speedily than production. The high speed of revenue increases 

of which we speak is the one we strive to achieve according to the third 
alternative, by which we furthermore shall strive to maintain a continuous, 
progressively rising level. How are we to accomplish this? 


Firstly, to achieve a planned and weli-proportioned deve’ went of the 
national economy, including an appropriate ratio between cumulation and 
consumption, is to truly succeed in placing the gradual ‘mprovement of staff 
and workers livelihood on a basis of production development--"production 

one inch more, welfare one cent better"--and not separating ourselves from 
production when we talk about livelihood. It is hiving the objective of 
gradually reducing the scissors differential between agriculture and in us- 
try connected with raising agricultural labor productivity, and it is not 
overzealously and wildly raising the prices of agricultural products and 
reducing the prices of industrial products. 
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secondly, to improve production conditions, raising labor productivity. 
Marx said: “Within a certain period, thus within a certain period of sur- 
plus labor, the amount of use-value that can actually be produced is deter- 
mined by the length of the surplus labor tiae, but rather by the producti- 
vity of surplus labor and the production conditions on which this surplus 
labor, to a larger or lesser extent, depends.” ("“Zibenlun” [Kapital] Vol 3, 
p 926) The problem we are facec with at present is in fact the backwardness 
of production conditions, the low labor productivity and the low level of 
revenue. The problem of raising labor productivity must not be separated 
from the basic realities of the situation. First of all we must fully bring 
into play all the potential of enterprises and raise the rate of utilization 
of equipment. We must follow the principle of distribution according to 
labor, the principle that whoever works more gets more. We must carry out 

a system of piece rate wares (where conditions permit) and time wages vith 
bonuses added. At the same time we must carry out renovations, tapping of 
latent resources and transformations in presently operating enterprises 

in order to raise the level of their technology. In this respect we are 

now allocating too few funds and centralizing control to the extreme. I 
believe we should apply a syster of unified planning but separate managing 
at different levels for the ta,ping of latent resources and for renovating 
funds. The renovation and reorganization of central enterprises must be 
planned and managed in a unified manner by the responsible departments, but 
the local enterprises must have their planning and managing done in a unified 
manner by the business branches at the local levels. The local financial 
reserves must also be used at a certain ratio in the renovation, tapping 

of potential and transformation to achieve at an early date the conversion 
of the present enterprises into ones with a high level of modern techno- 
logy and to raise labor productivity so as to provide the state with more 
funds. 


Thirdly, vigorously reduce production costs. The problems that exist at 
present in our production are the high consumrtion of raw gaterials in our 
production processes and the great amount of waste; these are phenomena that 
should not exist in socialist production. Marx said: “if we examine capi- 
talist production, leaving aside the circulation process and the excessive 
competition, we find that capitalist production is extremely economical 

with regard to the labor that is realized and embodied in the commodities.” 
(“Zibenlun” Vol 3, p 105) With respect to economizing in means of production 
we must learn from he capitalists. What we have to do is to establish 

norms for the consumption of raw materials, other materials, fuel and motive 
power. While ensuring quality, we should reward frugality and impose econo- 
mic penalties on those who consume excessively. Within the scope of cost 
expenditure we must clearly lay down that expenses for the training of 
workers are part of the production costs. Prices for raw materials must 

be strictly charged accordiag to their quality. Rewards should be paid where 
old material is repaired and waste material utilized. 


By carrying out these three th‘ings, it is absolutely poss‘tle to have the 
increase in revenue surpass the increase in production. 











How to Bring Into Full Play Effective Use of Capital Funds 


Every investment of capital funds or material vealth will display its effec- 
tiveness in different forms. Under certain technological conditions the 
greatest effectiveness of a certain amount of material is fixed. The saxi- 
mum effectiveness of capital funds aleo has its objective standards. What 
we have to do is: arrange the various items of capital funds according to 
the demands of objective laws; within the working process allot funds only 
as the particular undertaking itself requires, without the slightest waste; 
any item brought to conclusion gust conform to the demands of socialist 
modernization, this will bring into full play the effectiveness of capital 
funds. In other words, do much with little soney, that is bringing into 
full play the effectiveness of capital fund use. Of course, to subject 
particular items to specific investigation and to raise the effective use 
of capital funds is of equally important significance for the speed of 
increasing revenue. The present problems are overemphasizing on financial 
revenue (this is correct) and making light of financial expenditure; giving 
all attention to how such money there is to spend and giving little atten- 
tion to how the money is spent. The effectiveness of fund use is very poor 
and the waste is frightening. Some money is not only uselessly spent but 
ir even makes things worse. For instance, the unrestrained digging of canals, 
reclaiming land from lakes, has thrown the waterway system into confusion; 
the reckless building of locks and raising dykes made neighboring land into 
ravines, etc. In recent years the lengthening of the capital construction 
front has become a big and difficult problem. Year by year there is a 
clamor for the shortening of the capital construction front to concentrate 
strength for the war of annihilation. But it was not possible to shorten 
the front. Om the contrary, it grew longer and longer every year, with the 
result that some projects could not be completed for long periods of time 
and could not be put into operation, incurring much loss and waste. It seemed 
it was considered a trifle to waste several million yuan on a construction 
project, thus having the people's sweat and toil go to waste. In some 
instances people felt at ease and justified and suffered no penalties for 
what they had done. Some even beat their breasts and proclaimed: “If 
anything is wrong, I am responsible,” but actually they were not intending 
to make any self-criticiem, nor were they prepared to make amends and even 
less to resign from their jobs. In their official positions they oppressed 
the people and nobody dared to touch a hair of their heads. “he reason why 
this was so was mainly because there were no sound 1. ¢ and regulations on 
matters of finance and economics and whatever poor regulations did exist 
were badly sabotaged. The law had no control over finance, it was the 
subjective “will of the superior officer,” one man's say, that counted, a 
system of human control over finance. 


We must have regulations to punish violations of financial or economic dis- 
ipline, and these must clearly state what punishment will follow the viola- 
tion of what regulation, with implementation to be left to the administrati: 2 

r judicial organs. Withovt penal reguletions, merely saying “will be 
considered as violations of financial and economic discipline,” amounts ¢t: 
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empty talk. We must establish an audit system with euditors charged with 
supervision and investigation of everw kind of use of funds with the right 
to suggest economic sanctions and disciplinary punishments as vell as the 
right to file criminal suits. 


Another problem is that personal expenses occupy an ever increasing propor- 
tion of various operating expenses, with sdministrative staff greatly exceed- 
ing the established norm, and administrative operating expenses being spent 
far in excess. Although this is not « purely «a financial problem, it affects 
the effective use cf financial means. Institutions must strive, according 

to the regulations governing enterprise management, to increase their in- 
comes by every means. For medical and health services, theatricals and 
movies, gardens and parks, other installations, there should be fixed quotas 
for operational expenses. Where the proper conditions exist « systes of 
responsibility for the task until completion shall be applied, with any 

cash surpluses to be retained but no remuneration for overspent items, so 

as to fully bring into play the zeal of all units for financial management. 


The budget is an important organizational part of the national economic 
plan. Whether every item of the capital funds is appropriately ailocated, 
whether the ratio of the various items reflect the demands of the objective 
economic laws, is of the greatest importance for the effectiveness of fund 
use. A problem of recent years was that gaps were left in the arrangement 
of the budget and there was even a mistaken theory used in defense of this 


practice. To say that we shail do as much as we have money and material for 
is passive balancing and leaving ears. To strive for balance in plan execu- 
tion is active balanci;. If gaps are left in the budget dispositions and 


quotas are raised level bw level in the execution of the budget, the gap 
will draw vider and wider and constitute a protracted problem. 


Frugality in the plan is the greatest frugality, and waste in the plan is 
the largest waste. Plan and budget arrangements must reflect as far as 
possible the objective economic laws, this is the key to raising ef fective- 
ness in the use of funds. 


How to Raise the Level of Financial Manarenent 
The purpose of raising the level of finar. ial mana; epent is to greatly speed 


up the increase in revenue and to greatiy increase the effectiveness of the 
use of capital funds. The present finaacial management is far below the 


developed state of such management. in certain places and certain respects 
our managz@ent sethods are still those of small-scale production with a very 
low effectiveness. If we want to change this situation we have to give atten- 
ion 1.0 the following points: 
lL) Overcome tne condition of having the human element controi financial 
‘faire and rather establish a tem of finance being controlled by law. ~~ 
it ie now, there are many instances where there are no lews to go bv, 


r, if there are laws, they are not being observed. There are instanves 





where violations are not punished and where the lew is not being strictly 
applied. We must rapidly establish and perfect our system of laws and regu- 
lations; revence, expenditure and management must all be conducted accord- 
ing to the prow ‘ions of the lew and accerding to proper procedure. There 
must be mo consideration of “face” and no decisions swayed b- personal con- 
siderations. We must oppose subjectivist, arbitrary directives. 


(2) We gust conscientious.y carry out unified leadership with separete 
mnapement at various levels and thus stimulate to the greatest extent the 
«tive zeal .t every level. The basic financial laws and regulations for 
the entire country ar’ promulgated in « unified manner by the central author- 
ities and a unified state budget is compiled from bottom to top. Apart 

from this, all items of financial income and expenditure, 411 types of pro- 
duction construction and the development of all undertakings are to be 

the responsibilicy of the particular level that har jurisdic. lon over that 
particular ites. 


We must conscientiously strengthen financial supervision. Before starting 
om an undertaking the financial plan must be subjected to scrutiny, during 
the process of planmnins, the execution of the examinations must be carried 
out during and after completion of the project and supervision must be 
exercised by an audit of the final accounting. The supervision gust extend 
not only to the execution of the financial and ecoromic system but also, 
througa a supervision of the revenue and expenditure, to the implesenta- 
tion of the state's policies and laws and regulations. 


(3) Adjustment of extra-budgetary funds. At present every unit of the ad- 
ministration, of institutions and enterprises has large extra-budgetary 
funds. Part of these are legal as some kind of state budget supplements. 
Part of them are fees raised by the units themselves for their operations. 
However, there is a considerable portion which are funds accumulated by 
undermining the finance: of the state or by impesing additional burdens on 
the masses; of administrative fees alone there are several tens of these. 
Before we attempt any adjustment, the financic] administrations at every 
level must first of all bring all funds into their control by a two-line 
method for receipts and expenses, tw get a clear understanding of the sit- 
sation. During the process of actual practice, funds that should be eli- 
minmnated will be. Funds that should be taken into the budget will be, and 


epecial fund management is to be instituted for funds suitabie for such treat- 
ment. 


(4) Build up a contingent of “both red and expert” financial personnel. 

In accowntine and auditing we must carry out leadership that ettributes 
importance to every factor, large and emall, its main principle must be 
leaderchtp point by point in order to truly exercise its functions and powers. 
Through trainine classes, sparetime studies and other methods they are to 
pratually become men who understend politice, economics, business affairs, are 
familiar with all conditions, are dedicated to their work, are capable o* 
intJependent work and who will wholeheartedly serve the people. 
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(5) A substantial financial organitation. Since there is a constant change 
of conditions, a financial »rganiza-ion which always continues the old way 
will find itself inappropriate. Capital fu.ds for developing production 
forces are rapidly increasing but apart from the investments in capital 
constructions, they ge.oreily lack conscientious management. In particular, 
the effectiveness of ...:4 used in industrial development assumes pivotal 
significance for the ra’sing of labor productivity and for increasing revenue. 
Special organizations should therefore be set up within the finance organs 
to manage these funds. In order to firmly maintain our socialist direction 
and to speed up the pace of the four modernizations, the financial depart- 
ments must establish financial research organizations to strengthen the 
study of financial theories. All workers in the financial administration, 
in finance and accounting must study, guided by the party, by Marxisnm- 
Leninism and by Mao Zedong Thought, such areas as politics, economics, the 
party's line, direction and policies so that the level of financial work 
will conform to the demands of the developing situation. 


8453 
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GENERAL ECONOMIC INFORMATION 


BRIEFS 


GUANGDONG TRADE UNION CIRCULAR--Thne Guangdong Federation of Trade Unions, 

the Guangdong Commerce Bureau and the Guangdong Supply and Marketing Coopera- 
tive recently issued a joint circular demanding that all places set up trade 
union organizations in all cooperative shops under the system of collective 
ownership and solicit the staff and workers of cooperative shops, which in- 
clude the original vendors and peddlers, to join trade unions. The circular 
noted that the staff and workers of cooperative shops, which include the 
original vendors and peddlers, are part of the working class. Guangdong 

has given equal policical and economic treatment without discrimination to 
both the staff and workers of cooperative shops and the staff and workers of 
state shops. At present, about 10,000 staff and workers of ccoperative shops 
in Guangzhou Municipality have joined trade unions. [Guangzhou Guangdong 
Provincial Service in Mandarin 2330 GMT 30 Jul 79 HK] 


HENAN ENTERPRISE MANAGEMENT--To conform with the demands of the four modern- 
izations and strengthen the training of cadres in economic management, the 
first Henan enterprise management research course held by the Henan Economic 
Committee victoriously concluded on 21 July after 40 days. Some 120 persons 
took part ix the course. During their study, Liu Jie, secretary of the 
standing committee of the Henan Provincial CCP Committee, personally held 

a forum. (Wang Shucheng), deputy secretary of the Henan Provincial CCP 
Committee and vice chairman of the Provincial Revolutionary Committee, went 
to the research course to make a report. [Zhengzhou Henan Provincial Service 
in Mandarin 1100 GMT 4 Aug 79 HK] 


HUBEI NITROGENOUS FERTILIZER--In the first half of this year, production of 
small nitrogenous fertilizer plants throughout Hubei increased by 14.3 per- 
cent over last year's corresponding period. Coal, electricity and costs for 
every ton of nitrogenous fertilizer produced fell by 18, 13.5 and 13.3 per- 
cent respectively over last year's corresponding period. The Provincial CCP 
Committee held a conference this March on production of chemical fertilizer 
and formulated four policy measures for coal costs, electricity supplies, 
recovery of rolled steel and cost reduction. [Wuhan Hubei Provincial Service 
in Mandarin 1100 GMT 8 Aug 79 HK] 
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HUBEI ECONOMIC INVESTIGATION--The Hubei Provincial CCP Committee recently 
organized 122 investigation groups. Led by the leadership cadres of the 
Provincial CCP Committee and the departments, offices and committees, they 
have gone to 60 municipalities and countries and 40 factories, mines and 
other enterprises to conduct investigations and study so as to gradually 
understand economic law and do our work in accordance with this law. Through 
investigation and study, the Provincial CCP Committee demanded that the eight 
principles be further implemented and plans be made for 1980-1981. This 
investigation and study is also an important measure for improving the work 
style of government organs. The Provincial CCP Committee demanded that the 
investigation and study continue in the future. [Wuhan Hubei Provincial 
Service in Mandarin 1100 GMT 19 Aug 79 HK] 


HUNAN FINANCIAL REVENUE--From January to July this year, the people in Hunan 
have fulfilled 59.82 percent of the yearly financial revenue plans, an in- 
crease of 11.75 percent over the corresponding period of last year, reach- 
ing the highest level ever recorded before. In the first half of this year, 
the total value of industrial output throughout the province fulfilled 50.5 
percent of the yearly plans, an increase of 9.1 percent over the correspond- 
ing period of last year. The light and textile industry enterprises earned 
17.5 percent more profits than last year. In the first half of this year, 
the 91 small nitrogenous fertilizer works fulfilled 52.6 percent of the 
yearly plans, an increase of 12 percent over the corresponding period of 
last year, earning a profit of 3.15 million yuan. [Changsha Hunan Provincial 
Service in Mandarin 1100 GMT 18 Aug 79 HK] 


SHANGHAI INDUSTRIAL PARTY SCHOOL--With the approval of the Shanghai Municipal 
Party Committee, the Shanghai industrial and communications party school has 
been established. The first enterprise management class began on 23 August. 
Participating in this class are some 200 cadres of various levels from the 
Shanghai municipal industry and communications office, the municipal con- 
struction committee, the municipal office in charge of national defense 
industry and municipal departments concerned. [Shanghai City Service in 
Mandarin 2300 GMT 23 Aug 79 OW] 


WUHAN PRODUCTION, ECONOMY SYMPOSIUM--To overfulfill this year's state plan, 
the Wuhan Municipal CCP and revolutionary committees held a 6 August symposium 
of the industry and communication front to exchange experiences in increasing 
production and practicing economy throughout the municipality, «um up achieve- 
ments, cite progressives and mobilize the staff and workers on the industry 
and communication front throughout the municipality, and further deepen 

the movement to increase production and practice economy. From January to 
July, the total value of industrial output fulfilled 57.4 percent of the 
yearly plans. At the symposium, the municipal CCP and revolutionary committees 
cited 87 units which had scored outstanding achievement in increasing produc- 
tion and practicing economy and 20 units which had scored comparatively 
prominent achievement in increasing production and practicing economy. Li 
Renzhi, secretary of the Provincial CCP Committee and first secretary of 

the Wuhan Municipal CCP Committee, attended the symposium and gave a speech. 
[Wuhan Hubei Provincial Service in Mandarin 1100 GMT 7 Aug 79 HK] 
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JIANGSU INDUSTRIAL PRODUCTION--Various enterprises on the industrial and 
communications front in Nanjing Municipality, Jiangsu Province, are mobi- 
lizing the masses to act on the guidelines of the conference held by the 
state council in Chengdu on increasing production and practicing economy. 
Cadres and masses on the front have set targets to increase value of total 
industrial output to the amount decided by the province, raise quality of 
products to a significant degree, achieve success in trial-producing 70 
new products before national day, and save 200 million kwh of electricity, 
16,550 tons of oil, 20,000 tons of coke and 120,000 tons of coal in this 
year. (Zhou Guofan) and (Kang Yuan), deputy secretaries of the Nanjing 
Municipal CCP Committee and vice chairmen of the municipal revolutionary 
committee, encouraged cadres and masses to perform concrete deeds at mobi- 
lization meetings held by the municipal revolutionary committee and the 
municipal trade union council respectively. [Nanjing Jiangsu Provincial 
Service in Mandarin 2300 GMT 21 Aug 79 Owl 


JIANGSU MUNICIPAL SECRETARY--After attending the provincial conference on 
increasing production and practicing economy, Comrade (Xie Zegong), secre- 
tary of the Nanjing Municipal CCP Committee, led a number of leading com- 
rades of offices, departments and bureaus concerned to lower units to 
study the situation for promoting the movement to increase productioned 
practice economy in the subsequent 4 months. [Nanjing Jiangsu Provincial 
Service in Mandarin 2300 GMT 21 Aug 79 OW] 
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FINANCE AND BANKING 


"HAINAN RIBAO' STRESSES PROMOTING REVENUE WORK 
Haikou Hainan Island Service in Mandarin 0330 GMT 31 Aug 79 HK 


[Report on HAINAN RIBAO 31 August commentator's article: "We Must Promote 
Financial Revenue Work") 


[Excerpts] The article said: The finance departments assume the important 
tasks of accumulating and distributing capital. Insuring the accomplishment 
of the plans for financial revenue and speeding up the pace of capital 
accumulation are issues which have an important bearing on socialist modern- 
ization. 


Since the beginning of this year, the financial situationhas not been very 
good in our region. If we want to accomplish this yoar's financial plans, 
the financial work in the next few months will be very arduous. The party 
committees at all levels must clearly understand the situation, understand 
their tasks and strengthen leadership over financial work so as to promote 
financial revenue and fight a good battle in financial revenue. 





The article pointed out: If we want to fight the battle of financial 
revenue well, we must devote time and energy to both increasing production 
and practicing economy. Viewing the situation on the industry and communi- 
cations front of our region we can see that the overall arrangement of in- 
dustry is not rational enough, supplies of raw materials are inadequate, 
production, supply and marketing do not dovetail with each other, the pro- 
duction facilities in many enterprises are not fully utilized, the stan- 
dards of enterprise management are low, consumption of raw materials is 
high and the product quality is low. As a result, deficits increase in 
some enterprises and profits decrease in many enterprises. The potential 
to increase production, practice economy, make up deficits and increase 
surpluses is very great. So long as we seriously implement the principle 
of readjustment, restructuring, rectification and improvement, properly 
solve the existing problems in the industries of our region, rapidly make 
up deficits and increase surpluses and raise the amount of accumulation, 
the prospects for increasing financial revenue are bright. 


Viewing the actual situation in our region, our current asks is to ener- 
getically support the light and chemical industries which cost little, get 
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quick results, yield high profits and bring in plenty of foreign exchange. 
We must insure giving them adequate supplies of fuel, power, raw materials 
and capital in accordance with the principle of supply according to merit. 


Trying in every possible way to put stockpiled goods and materials to work 
is an important aspect of tapping material potentials, promoting the work 
of increasing production and practicing economy and making up deficits and 
increasing profits. All the units concerned must enthusiastically carry 
out stocktaking and auditing work. 


In fighting well the battle of financial revenue, we must strictly control 
financial expenses. The comrades of the whole party and especially leading 
comrades at all levels must fully understand this issue. We must persist 
in the principle of being industrious and thrifty in managing all affairs, 
bring the spirit of working hard into play, make careful calculation and 
strict budgeting and properly put all the capital to work. We must make 
sure that all capital for supporting agriculture is used in agriculture 

and we must make careful calculation and strict budgeting and resolutely 
oppose blind commands, waste and losses. 


We must forbid people from diverting the circulating or other capital to 
capital construction. We must impose strict control on all financial ex- 
penditure and try to achieve more and better results at less expense. As 
for tasks which must be done, we should do them in order of importance and 
urgency. We must continue to impose strict control on the purchasing 
power of social bodies and save all the money we can for use in the cause 
of the four modernizations. 


In fighting the battle of financial revenue well, we must also straighten 
out financial and economic discipline and strengthen the management of 
revenue collection. We must strengthen education in the legal system re- 
garding taxation and enhance the cadres’ and masses’ awareness to observe 
financial and economic discipline. All enterprises, undertakings and 
individuals must promptly pay taxes according to law, making additional 
payments with corresponding increases in profits. The party committees 
at all levels must enthusiastically support the work of the financial 
departments and seriously investigate and deal with actions of embezzling 
state income, evading tax and refusing to pay tax. We must insure the 
smooth carrying out of the management of revenue collection. 
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FINANCE AND BANKING 


BRIEFS 


BEIJING BANK DEPOSITS--Beijing, 22 Aug--Bank savings of rural and urban resi- 
dents of Beijing broke all previous records to top 11 hundred million yuan 
by the end of July. New deposits in the city came to 159 million yuan in 

the first seven months of the year, double the sum for the same period in 
1978. Rural deposits increased by 67.5 percent. January and February used 
to be the peak period for rural bank savings following the year--1d settling 
of accounts among the peasants and was normally followed by a decrease. A 
new trend this year, however, shows increases in bank savings in half of the 
rural districts and counties surrounding Beijing in the middle of the year, 
indicating that peasants now have more cash since the implementation of rural 
economic policies. Haidian District in the western suburb reports an average 
of 55 yuan in bank savings for each person in its 184,000 strong rural popu- 
lation. The increase in deposits, according to the city people's bank, was 
due mainly to recent increases in wages, a proper application of the work 
point system in rural communes, and monetary rewards for overfulfiilment of 
production quotas. Interest rates on fixed deposits in China went up on 
April 1 this year. Between April and July, the number of depositors in- 
creased by 150,000. Beijing banks have 3.78 million depositors. Fixed 
deposits make up 80 percent of accounts. [Text] [Beijing XINHUA in English 
1205 GMT 22 Aug 79 OW] 


GUANGDONG FINANCE, TRADE CIRCULAR--The finance and trade political department 
of the Guangdong Provincial CCP Committee and the finance and trade office 

of the Provincial Revolutionary Committee recently jointly issued a circular, 
calling on cadres, staff and workers of the province's finance and trade 
system to score outstanding achievements in the “fine service-month" activi- 
ties to be carried out in September this year. The circular said: In 
carrying out the "fine service-month" activities, we must stress improving 
service attitudes and raising the level of service quality and management. 
Following this year's national day, all finance and trade units must make a 
public appraisal of tieir results and commend and offer material rewards to 
chosen advanced units and individuals. [Guangzhou Guangdong Provincial Ser- 
vice in Mandarin 1130 GMT 14 Aug 79 HK] 


95 

















SHANGHAI FINANCE, TRADE--During the first 6 months of this year, the Shanghai 
Municipal Revolutionary Committee's finance and trade office registered an 
increase of 24 percent in the retail sale of consumer goods, and 48.8 per- 
cent and 38.6 percent respectively in the purchase of industrial and agri- 
cultural proascts from suburban Shanghai and other parts of China over the 
corresponding period of 1978. This success was attributed to a campaign 
launched early this year to increase production and practice economy. [Shang- 
hai City Service in Mandarin 0000 GMT 7 Aug 79 OW] 


SICHUAN COLLECTIVE ENTERPRISES--Chengdu, 11 Aug--The collectively-owned en- 
terprises and services trades of Chengdu and Chongqing municipalities in 
Sichuan will receive financial support of 2 million yuan from the Sichuan Pro- 
vincial Revolutionary Committee. The money will come from the financial in- 
come of the province. In the more than 2 years since 1977, Sichuan has pro- 
vided jobs for 870,000 people waiting for employment. The great majority of 
these people have been employed by the collectively-owned enterprises and 
service trades. The appropriation of the 2-million yuan fund was aimed at 
improving these enterprises and trades in line with the policies formulated 
at the third plenary session of the CCP Central Committee and the second 
session of the Fifth National People's Congress. [Beijing XINHUA Domestic 
Service in Chinese 0136 GMT 11 Aug 79 OW] 
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ECONOMIC JOURNAL DISCUSSES POWER INDUSTRY ADMINISTRATION 
Beijing JINGJI GUANLI in Chinese No 6, 25 Jun 79 pp 28-30 HK 


[Article by Liu Xiao [04691 2556]: "The Power Industry Needs Centralized 
and Unified Administration"] 


[Text] In speeding up the realization of the four modernizations, the 
various trades and occupations face the problem of reforming their adminis- 
trative systems. Generally speaking, a serious defect in the system of 
economic «dministration in our courtry for some time in the pest has been 
the overcentralization of power and authority, with too little power vested 
in local organizations, especially in enterprises. This does not help 
bring into play the initiative of local organizations and enterprises, a 
problem which must be solved in the reformof systems. However, various 
trades have their own characteristics, which must be specifically analyzed 
in the reform of systems. The form of economic administration must con- 
form with the level of the development of productive forces and the degree 
of the socialization of production. An unsuitable form of organization 
and administration will shackle the development of production and hinder 
the development of productive forces. The administrative system in our 
country's power industry precisely reflects this situation now. Several 
examples are cited below: 


Example one: To solve the problem of power consumption in Shijiazhuang, 
the power industry department made use of the coal in Xishan of Taiyuan 
to supply a large powerplant at Niangziguan. According to technological 
and economic requirements, it was reasonable to build a powerplant at 
Niangziguan in accordance with the water resources and other conditions 
there in order to transmit electricity to Shijiazhuang. However, after 
the construction was completed, the powerplant was put under the leader- 
ship of Shanxi Province since Niangziguan is administratively situated 
within Shanxi Province. This has caused problems. Although the power 
cables to Shijiazhuang were connected at the same time, electricity cannot 
be supplied to Shijiazhuang as was originally planned, but is sent back to 
Taiyuan. People cannot help asking: What is this all about? If they had 
to solve the problem of power consumption in Taiyuan, why did they not 
build a powerplant right in the coal mine in Shanxi and generate electricity 
with the coal in Shanxi? If the purpose in building the large power plant 








at Niangziguan was to solve the problem of power consumption at Shijiazhuang, 
why does Shijiazhuang not use electricity in the daytime? Why is electri- 
city supplied to Shijiazhuang only late at night when Shanxi Province does 
not use it? Obviously it is extremely unreasonable that such a situation 
should exist. The labor costs in coal transportation and power transmission 
back-and-forth for 158 kilometers do not conform with the requirements of 

a socialist planned economy. They are tinted with fevdal separatism to a 
certain extent. 


Example two: It is a fairly common situation for a district to set up two 
power supply bureaus. For example, the Jingjintang power net has set up 

a Baoding power supply bureau under the leadership of the Beijing power 
supply bureau to supply electricity in Baoding district. The Baoding 
prefectural party committee has also set up a Baoding district power bureau, 
under the dual leadership of the Hebei provincial power bureau and the 
Baoding prefectural party committee. Electricity in the 22 counties in 
jHaoding district is purchased from the Baoding power supply bureau by the 
district power bureau and then sold in turn to the countryside. This buy- 
ing and selling is only a matter of formality, because the generation, 
supply and consumption of electricity all take place at the same time, In 
setting up another power bureau, the district has only established an over- 
lapping administrative organization of more than 100 people, and deducted 
30 percent out of the income from electricity charges to be surrendered to 
the state. Both Chengde and Changjiakou have adopted this method. Such a 
situation also exists in northeast and eastern China. 


Example three: Historically, power in Changzhou district has been supplied 
by the Jingjintang power network. Two power supply bureaus have already 
been set up in Changzhou district--one is the ‘istrict power bureau which 
is under the dual leadership of the Hebei provincial power bureau and the 
Changzhou prefectural party committee; the other is called the Changzhou 
municipal power supply bureau and is under the leadership of the municipal 
revolutionary committee. The district power bureau deems that it should 
be in charge of the municipal power supply bureau, but the municipal power 
supply bureau thinks that it should be under the leadership of the munici- 
pality. A third power administrative organization will emerge in this 
district, authorized by the petroleum department to be the power organiza- 
tion for the oilfield in this third organization will make investments and 
set up cables itself. It will demand electricity supplies from the Jing- 
jintang power network upon completion of the project. However, since it 
did not consult the power department about setting up the cables, the 
power department has refused to assume responsibility for the power supply. 
Actually, the main location of the oilfield in Hebei is at Renyou, which 
falls under the Changzhou district. Power used for the oilfield should be 
centrally supplied by the Jingjintang power network. It is reasonable 
and sufficient to set ur just one Changzhou power supply bureau under the 
Jingjintang power recwork in accordance with the needs in the Changzhou 
district in order to centrally administer matters related to power supply. 
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However, under the present administrative system, more than three power 
administrative organizations must exist at the same time. The number of 
administrative staff and the amount of administrative expenses exceed 
the required figure by at least three times, and most of the people have 
no actual, significant work to do, 


Example four: The state plans for electricity output and the basic elec- 
tricity setup are passed downward to 29 provi: -es, municipalities and auton- 
omous districts as individual units. Using the Jingjintang power network 
as an example, the Jingjintang power network is not included in the state 
plans. There are only the targets for two municipalities and one province. 
In che formulation of plans for electricity output, Hebei Province sometimes 
demands that more electricity output should be fixed for it so it can re- 
duce the quantity of coal sent to other places. However, sevoral years 
ago (before the completion of the Douhe power station), the large and ad- 
vanced assembling units were not in Hebei but in Beijing. Hebei Province 
had mostly old and small assembling units which consumed large quantities 
of coal but could not generate large amounts of electricity. However, 
owing to the influence of the existing administrative system, no direct 
links exist between the state and the Jingjiatang power network, a situa- 
tion the power network can do nothing abow:. The large assembling units 
in Beijing may not have enough supplies and must use worn out and old 
assembling units in Hebei Province to generate more electricity. This 
does not meet the requirements for generating and supplying electricity 
safely and economically. Since it is not profitable for Hebei Province 

to generate a large amount of electricity, the Jingjintang power network 
sometimes ignores the original plans, and lets Beijing Municipality gener- 
ate more electricity. This has created and aggravated the shortage of 
coal in Beijing and has sometimes even caused organized delays of coal- 
delivery trains, upsetting rail transport plans and making it impossible 
for other coal-consuming units to fulfill state plans on schedule, 


Example five: The preseat administrative system of electric power resources 
takes “allotment™ as the key. The state allocates fuel to the provinces 

om! qunicipalities to be used for generating electricity and sets the quota 
for the material and labor force for the basic construction of powerplants. 
The power network has no right to use these straight away, but must line 

up in a waiting list with the local provinces and municipalities. With re- 
gard to the results of lining up, after weighing the advantages and disad- 
vantages, the local administrations can use for other purposes the fuel 
which the central committee has allocated for the generation of electricity 
and the material which should have been used in the basic electricity in- 
stallation, For example, around 1973, Hebei had allocated the material to 
be used for the expansion of the Baoding thermoelectric plant for other 
purposes, This affected the construction of the powerplant. The power 
department was thus forced to distribute the material again, which meant 
that twice the amount of mat «rial had to be used before the problem was 
solved, At present, the power departments in northeastern and eastern China 
are still practicing a decentralized administration of materials, taking 
“allocment™ as the key. 


99 








in work and affect how well work efficiency is raised. In formulating 
plans for the national economy, the state should give the power industrv 
the possibilities for full development so it can actually play the role 

of an advance agent in the development of the national economy. If the 
speed of the development of the entire industry increases by 10 percent 

a year on the average, the power industry must at least maintain its rate 
of increase at 13 to 15 percent. In building power stations, it is neces- 
sary to examine and compare the experiences of various countries and carry 
out construction with the objective ratio of an installed capacity of 
20,000 to 23,000 kilowatts for the generation of 100 million units of 
electricity in conjunction with the actual conditions in our country. In 
the allocation of energy, it is first necessary to meet the requirements 
of power generation so the development of the power industry will conform 
with the requirements of the development of the entire national economy. 
In this way there will be absolutely no need to set up so many overlapping 
and unnecessary administrative and management organizations in the power 
industry's administrative system. 


Using economic methods to manage economics to keep economic administration 
work separate from political work in the various regions should be the 
common direction in the reform of the entire economic administrative system. 
Only by managing economic undertakings with economic means can the national 
economy develop rapidly. This principle can be fully applied to the power 
industry department. Since the generation, supply and consumption of elec- 
tricity all take place at the same time, the administration of the power 
industry in the whole country should be highly centralized and unified. 
Just Like the railway system, its relationship to the national economy 
resembles the main artery in the human body, and cannot be blocked or cut 
up at will. Blocking or cutting it will at least cause partial “paralysis” 
if not the “damage of cardiac muscles." Therefore, the administration 
system of the power industry should be reformed into a highly centralized 
and unified one. At present, the whole country has built several large 
power networks across provinces, such as the northeastern, the Jingjintang, 
the east China and the Chongyuan ones. in addition, there are many small 
power networks which do not extend to other provinces. In accordance with 
the requirements of managing economic undertakings with economic means, 

it is better to take a power network as a4 power company. In accordance 
with the scope and relations of subordination, companies under the central 
committee and the local companies are divided into general companies, 
branch companies, subsidiary companies, and so on. In accordance with 

the reasonable division of power districts, the enterprises are organized 
in a unified way, They are managed independently and assume sole responsi- 
bility for their own profits and losses. In terms of enterprise management, 
there is no intervention from local government departments. But in order 
to implement this administrative method, there must first be conformity 
with the administrative system in the plan of the entire national economy, 
It must fully develcp the superiority of the socialist system and not de- 
part from the orbit of the socialist system. It can also draw on the good 
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fxample six: The state has stipulated that 70 percent of the charges for 
electricity for agricultural use should be submitted to the treasury de- 
partment and that W) percent be retained by the local organizations. To 
retain more for themselves, the local organizations have striven to supply 
more ¢lectricity, which has given rise to the unreasonable phenomenon of 
installing cables indiscriminately. The state placed the investment in 
the agricultural use of electricity in the hands of the provinces, with 
the local administrations being able to develop this freely without any 
intervention from the power department. Therefore, there are certainly 
some unjust conditions in certain areas within the framework of the power 
supply for agricultural use. 


Although the several examples cited above are actual conditions in individ- 
ual districts, they are also of a general nature. It can be seen that very 
serious problems currently exist in the administrative system of the power 
industry in our country. In developed capitalist countries where the means 
of production are privately owned by capitalists, the state can still set 
up a unified administration of the power industry under a unified power 
burcau, im accordance with the characteristics of the power industry. As 
a result, power can be developed very rapidly. In recent years, certain 
countries have even broken down national boundaries and set up joint net- 
works to regulate surpluses or shortages in supply and to fully implement 
the rational consumption of electricity. We are a socialist country where 
the means of production belong to the public ownership of the whole society. 
In the development of the power industry, we have not brought into full 
play the superiority of the socialist system. On the contrary, manmade 
difficulties have been created, which have not allowed the power industry 
to rationally utilize resources or supply electricity in a unified way in 
accordance with the economic divisions of districts, It is tied down to 
the framework of administrative districts, administrative systems and ad- 
ministrative levels. This has not only affected the development of the 
power industry itself, but has also brought damage to the entire national 
economy. This condition really must not be allowed to continue, The ad- 
ministrative system of the power industry must be thoroughly reformed 
before it can conform with the requirements of quickly realizing the four 
mulernizations, 


How should the administrative system of the power industry be reformed’ 
This is a question of great importance which must be cautiously co.sidered 
and seriously studied; a general spiric of using economic methods should 
be embodied in the administration of the power industry; overlapping ad- 
ministrative organizations must be abolished. Power organizations are ‘ow 
set up at every level in accordance with the locai administrative districts. 
The purpose of this is mostly to seize power over electricity distribution. 
However, if we do not fundamentally solve the problem of suppiying adequate 
amounts of electricity, it will be of no avail just to set up more adminis- 
trative organizations to control electricity. With more organizations, 
there will be more staff. In addition to increasing unnecessary adminis- 
trative expenditures, this will only create more impediments and disputes 
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experiences of the scientific management of enterprises in developed coun- 
tries and learn from their good methods. We definitely cannot embark 
rashly on such important reforms, but must only carry them out after re- 
peated trials and after finding out various specific effective adminis- 
trative methods. In the transitional period in which the industrial system 
cannot be gererally reorganized as specialized companies, I think that the 
administration of the power industry can be basically modeled after the 
administrative method of the railway system. The power industry should be 
centrally administered under the power industry department, just as the 
railroads in the whole country are administerei under the railroad bureau. 
Under the power industry department, it is necessary to set up grade three 
or grade four power supply bureaus in accordance with the level of develop- 
ment of the power industry in various districts (there are power networks 
which do ard do not extend across provinces). Power supply bureaus are 
power organizations as well as enterprise units. In operation, they are 
directly under“che unified leadership of the power industry department. 
Local industries. agriculture, cco~municstion and transportation, govern- 
ment offices, schools, armed for-es and so on are only the custumers of 
the various power supply stations. he power supply bureau can sign 

power supply contracts with the big users and supply electricity according 
to the contracts. In setting up new plants and mining enterprises, the 
various districts and departments must sign contracts with the power de- 
partment for electricity supplies. Once a contract is signed by both 
parties, it has legal force and must be strictly observed. Contract vio- 
lators have to assume economic responsibility. The various local govern- 
ments do not set up organizations for power supply separately. To molivate 
the local governments to show concern for the development of the power 
industry, we can stipulate that a certain percentage of the total income 
from power industry should be submitted every year to the local governments 
as & power tax, so as to subsidize local financial expenses. in this way, 
the local governments will still actively show concern for the reasonable 
development of the power industry, and their enthusiasm will not be em- 
bodied in the mania for fighting for the allocation of power targets. The 
enthusiasm of the various hydropower station and thermal powerplant enter- 
prices will not be checked by the strengthening of the centralized and 
unified administration of the power industry. The authority of the power 
industry enterprises needs to be properly increased, This will not conflict 
with the implementation of the strict centralized and unified ac\ministra- 
tive system from top to bottom, Decentralized administration, without 
proper methods to closely link up the administration and development of 
enterprises with the material gains of staff members and workers cannot 
mobilize the initiative of enterprises. As long as the profit retention 
system uses proper proportions and some other reasonable systems are judi- 
ciously implemented in enterprises, the initiative of the enterprises and 
staff members and workers can similarly be mobilized under the centralized 
and unified administration of the power industry. Who can say that the 
initiative of the enterprises and staff members and workers of the railroad 
system is not equal to that in the other departments’ Is the principle 

not very clear? 
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The centralized and unified administration of the power industry under the 
power industry department naturally can reduce the difficulties and obste- 
cles in the development of the power industry. For example, in the con- 
struction of power stations and power plants, we only need to uncondi- 
tionally observe the principle ci locating the plant, which shoulc be as 
near as possible to the raw materials (fuel) and conform with the reasonable 
layout of the productive forces in the consumer districts (load centers). 
The power cables can be laid in whatever way that is convenient and will 
no longer be restricted by the administrative division of districts. Let 
us leave the subject of the good points in other aspects for the time 
being, since this point alone will produce inestimable economic results in 
the national economy. This gain cannot be underestimated and can only be 
obtained under the condition of the centralized and unified administration 
of the power industry. 
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FUELS AND POWER 


MARSH GAS USE URGED IN ZHEJIANG PROVINCE 
Hangzhou Zhejiang Provincial Service in Mandarin 1100 GMT 27 Aug 79 OW 


[Excerpts] Comrade Li Fengping, secretary of the Zhejiang Provincial CCP 
Committee and vice chairman of the Zhejiang Provincial Revolutionary Conm- 
mittee, said at a recent provincial farmland capital construction confer- 
ence that our province has a severe shortage of energy resources. It is 
short on coal and electricity and void of oil. The provincial CCP Com- 
mittee held that the most effective way to solve the problem of energy 
shortage in the countryside was to build marsh gas pits and small hydro- 
electric power stations in a big way. This is a matter of general impor- 
tance related to the development of the national economy and a strategic 
measure for ~ealizing agricultural modernization in our province. Party 
committees at all levels must attach enough importance to this task and 
place the development of marsh ga. and 7wall hydroelectric stations on work 
acendas and strengthen their leadership. 


Comrade Li Fengping said: We have made some progress in developing marsh 
gas in past years. Up to the end of June, over 280,000 marsh gas pits had 
been built throughout the province, with 90 percent of them still in use. 
(Paitou) district of Zhuji County, (Huxishi) of Dongyang County and 32 
communes and 586 production brigades basically are using marsh gas for all 
purposes. Throughout the province, there are 36 power stations using marsh 
gas as fuel, 


Comrade Le Fengping said: Marsh gas is a biological energy source. Popu- 
larization of the use of marsh gas is a revolution in fuel modernization 
in the countryside, Marsh gas is a rich natural resource. 


Comrade Li Fengping said: We should be determined to develop marsh gas in 
the countryside in a big way. The provincial CCP Committee demands that 
400,000 marsh gas pits be built and definitely completed by the end of 
this year and another 500,000 next year. By 1985, over 70 percent of the 
province's rural households should be using marsh gas. There should be 150 
marsh gas power stations within this year, 500 in 1980 and 20,000 in 1985. 
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To meet the needs of agricultural modernization and solve the power short- 
age problem in the countryside, we must build more small hydroelectric 
power stations on a still greater scale and at a still higher speed. The 
provincial CCP Committee demands that power equipment for a total capacity 
of 100,000 kilowatts be installed this year and 150,000 kw each year there- 
after and by 1985 1 million kw should have been added. 


Comrade Li Fengping said: Im addition to marsh gas and small hydroelectric 
power stations, we should also study the possibility of making use of solar 
energy and developing tidal and wind power stations to blaze a trail for 
acquiring energy for the countryside. He said that while energetically 
developing energy sources for the countryside, great attention should be 
given to conserving electricity and oil. 


CSO: 4006 


105 




















FUELS AND POWER 


"RENMIN RIBAO’: COUNTIES UTILIZE SMALL POWER STATIONS 
Beijing XINHUA in English 0244 GMT 23 Aug 79 OW 


[Text] Beijing, 23 Aug (XINHUA)--More than one quarter of China's 2,100 
counties now get their electricity mainly from small hydro-electric power 
stations they have built themselves, says a report in today's PEOPLE'S 
DAILY. 


One hundred and thirteen of these counties produce more than 10,000 kilo- 
watts each. 


Surveys made by water conservancy departments show that China has the poten- 
tial to build small and medium-sized hydro-electric power stations with a 
total generating capacity of 150 million kilowatts. More than half of the 
counties could build stations capable of generating over 10,000 kilowatts 
of electricity, the report says. 


It gives Yangshan County in Guangdong Province as an example. The county 
has built 174 small stations with a combined capacity of 12,000 kilowatts. 
It runs factories making nitrogenous and phosphate fertilizer, a cement 
mill and a coal mine, and has started producing steel, aluminum, chemicals 
and farm machinery. 


The value of the country's total industrial output last year exceeded 40 
million yuan, a six-fold increase over that before the small hydro-electric 


power stations were built in the locality. Electricity is now widely used 
in its villages to process farm produce and for irrigation. 


cso: 4020 
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FUELS AND POWER 


LIAONING ERECTS HYDROELECTRIC POWER STATIONS 
Beijing XINHUA in English 0746 GMT 2 Sep 79 OW 


[Text] Shenyang, 2 Sep (XINHUA)-—-While building or expanding several large- 
and medium-sized power stations, Liaoning Province in Northeast China is put- 
ting up 35 small hydro-electric power stations to supply its rural areas. 


Liaoning Province, an important Chinese heavy industrial centre, has iron 
and steel, coal mining, machine building and other industries. There is a 
growing need for power supply with the expansion of these industries and the 
development of agriculture. 


Among the larger power stations now being built in the province are two 
hydro-electric stations on a tributary of the Yalu River, with a generating 
capacity of 45,000 kilowatts and 135,000 kilowatts respectively, and a 
400,000-kilowatt thermal power plant in Jinzhou, a rising industrial city 
and also a communications centre. 


Meanwhile the thermal power plant at Shenyang, the provincial capital, is 
being expanded, to increase its capacity from the original 50,000 kilowatts 
to 100,000 kilowatts. 


The power grid linking up the existing major power plants in the province 
supplies the cities, and industrial and mining centres as well as the coun- 
tryside. Yet smali hydro-electric power stations are still needed to in- 
crease the power supply, especially in remote mountainous and hilly areas away 
from the main power transmission network. 


So far 137 small hydro-electric power stations have been completed in the 
province, with a combined capacity of 47,600 kilowatts. Today 98 per cent 
of the province's rural communes have electricity supply, either from large 
or small stations. 


On the Yalu River and its tributaries, which have rich water power reserves, 
four large and medium-sized hydro-power stations have been completed or are 
being built by the central and provincial people's governments, with a total 
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capacity of 789,000 kilowatts. In addition, 43 small hydro-power stations 
with a total capacity of 11,800 kilowatts have been constructed by counties, 
people's communes and production brigades, and another 26 small ones are 
under construction. All 131 people's communes in seven counties in the 
basins of the rivers are serviced by electricity. 


In general, while the bigger power stations are built by the government, 
small hydro-power stations with capacities of less than 509 kilowatts each 
are undertaken by communes or production brigades with government assistance. 
The government provides them with 40 to 60 per cent of the building funds 
while the rest is funded by themselves. 


The example of the Weizigou production brigade in Jinchange County in southern 
Liaoning illustrates the advantages of the small stations. The 800 people 

of the brigade live in many villages separated from one another by hills 

and gullies. The brigade began to construct small hydro-electric power sta- 
tions on the mountain creeks in 1969. Since then five small stations have 
been built, with an aggregate capacity of 24 kil atts, the biggest being 

14 kw and the smallest, less than one kw. This has enabled the brigade to 
supply electricity to grain and fodder processing mills and to build six 

pump wells, providing one half its farmland with irrigation. All the bri- 
gade's 150 families have electric lighting. 


cso: 4020 
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FUELS AND POWER 


BRIEFS 


HUBEI THERMOELECTRIC SAVINGS--Hubei's thermoelectric plants have scored out- 
Standing achievements in saving coal and electricity. In the first half of 
this year, the coal consumed in generating each kilowatt-hour of electricity 
was 23 grams less than in last year's corresponding period, while the elec- 
tricity consumed by the plants was 1.8 percent less. The plants throughout 
the province have saved 79,000 tons of coal and 3,700 kilowatt-hours of 
electricity. The electric power departments in the province held meetings 
this January to exchange experiences in saving coal « i electricity and for- 
mulate measures for the same purpose. The (Qingshan) thermoelectric plant 
is the largest such plant in Hubei. [Wuhan Hubei Provincial Service in Man- 
darin 1100 GMT 5 Aug 79 HK] 


NANCHANG ELECTRICITY--The number of generators in Nanchang Municipality has 
increased from last year's 595, with 36,000 kilowatts, to this year's 664, 
with 42,000 kilowatts, giving play to the active role to promote production. 
Many units have also made use of waste heat to generate electricity. ([Nan- 
chang Xiangxi Provincial Service in Mandarin 1100 GMT 23 Aug 79 HK] 


GUANGDONG COUNTY COAL--From January to July this year, the small coal mines 
in Qujiang County produced 196,000 tons of coal, an increase of 6 percent 
over the corresponding period of last year. From January to July this year, 
the small coal mines in the county earned a total profit of 1.3 million 
yuan, giving an increase of 30 percent to the income of the staff and work- 
ers. The quality of coal in this county is comparatively better and the 
resources of coal are richer. The annual output of coal is 300,000 tons. 
There are four mining areas in this county with 100 pits. [Guangzhou Guang- 
dong Provincial Service in Mandarin 1130 GMT 15 Aug 79 HK] 


GUANGDONG PREFECTURE HYDROELECTRICITY--There are now 1,903 small hydroelec- 
tric power stations in Zhanjiang Prefecture with a total installed capacity 
of 102,100 kilowatts. The yearly output of electricity in this prefecture 

is 230 million kilowatt-hours. According to a preliminary survey, 540,000 
kilowatts of electricity can be developed throughout the prefecture. [Guang- 
zhou Guangdong Provincial Service in Mandarin 1130 GMT 15 Aug 79 HK] 
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HUNANMETHANE BUILDING--The rural areas in Hunan Province have scored grati- 
fying achievements in methane building. The province has so far built over 
174,000 methane-generating pits of various types and 33 methane power sta- 
tion. Many areas have used methane for cooking, lighting, generating elec- 
tricity and processing agricultural and subsidiary products, thus solving 
problems in fuel and power shortages. [Changsha Hunan Provincial Service in 
Mandarin 1100 GMT 11 Aug 79 HK] 


HUNAN HYDROELECTRIC STATIONS--Hunan Province has over 4,800 big and small 
rivers which are beneficial to developing hydraulic electrogenerating capac- 
ity. According to statistics, this province has a total of 8,926 small 
hydroelectric stations with an installed capacity of 518,000 kilowatts. A 
total of 66 counties have established key electricity stations, each with an 
installed capacity of over 500 kilowatts, thus supplying 98 percent of com- 
munes, 77 percent of brigades and 40 percent of production teams in the 
province with electricity. With the help of technical forces at the prefec- 
tural and county levels, the province has built 30 medium and small hydraulic 
electrogenerating equipment factories which are capable of annually produc- 
ing generating sets with a total installed capacity of 200,000 kilowatts, 
thus creating conditions for building small hydroelectric stations in a big 
way. [Changsha Hunan Provincial Service in Mandarin 2315 GMT 13 Aug 79 HK] 


NORTHEAST CHINA GRID--The electric power grid supplying electricity to 1l 
northeast China cities, including Shenyang, Luda, Anshan, Fushun, Chang- 
chun, Siping and Harbin, has increased its transmission capacity by from 30 
to 50 percent after renovations. In the past 3 yeai's some 3,700 transform- 
ers have been renovated and more than 9,000 km of transmission lines have 
increased their voltage load. Such renovations are made by adopting both 
domestic and foreign advanced technology. In 1978 the Shenyang electricity 
bureau used the experience of foreign cities to repair a 7 li long, 220,000- 
volt extra-high tension line that sent electricity directly into the city. 
As a result, each year Shenyang can get an additional supply of 80,000 
kilovolts of electricity. The reduced transforming process and shorter 
radius of transmission can also cut down electricity losses by 5 million 

kwh each year. [Beijing Domestic Service in Mandarin 0415 GMT 27 Jul 79 OW] 


SHANXI TRANSMISSION LINE--Beijing, 12 Aug--An 80 kilometre long, 220,000- 
volt transmission line has gone into operation in North China's Shanxi Pro- 
vince recently. It connects the Yantong power grid in northern Shanxi and 
the Taiyuan power grid in central Shanxi, thus enabling the power grids to 
provide 400 million more kilowatt-hours of electricity a year for the area 
south of Taiyuan. It is the third 220,000-volt line in the province. [Text] 
[Beijing XINHUA in English 0105 GMT 12 Aug 79 Ow] 
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MINERAL RESOURCES 


BRIEFS 


LIAONING MINING PRODUCTION-—-In Liaoning Province, Benxi coal mining ad- 
ministration, Fuxin (Haizhou) open-cut mine, (Tonghoushan) copper mine, the 
medium rolling mill under the Anshan iron and steel company and liming ma- 
chinery plant prefulfilled or overfulilled the semi-annual production plans. 
Fuxin (Haizhou) open-cut mine surpassed coal production quotas by 10,000 
tons and stripping work by 410,000 cubic meters. Liming machinery plant 
prefulfilled the plan by 50 days and has fulfilled 76 percent of the annual 
total industrial output value plan. [Shenyang Liaoning Provincial Service 
in Mandarin 1100 GMT 5 Jul 79] 
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HEAVY INDUSTRY 


BRIEFS 


LIAONING PARTY CONGRESS REPORT--The deputies from Yingkou Municipality to 
the Fifth Liaoning Provincial Party Congress on 26 August discussed the work 
report delivered by Comrade Ren Zhongyi. They said that the masses were 
satisfied that a large number of wrong and unjust cases were reversed. They 
held that the policies which were set forth after the 3d plennary session 
of the llth Party Central Committee and the 2d session of the 5th National 
People's Congress promoted the production in Yingkou Municipality. They 
pointed out that during the January-July period, the total industrial out- 
put value in Yingkou Municipality surpasses that of the corresponding period 
of last year by 5.7 percent and that agricultural and sideline productions 
were also substantially developed. [Shenyang Liaoning Provincial Service in 
Mandarin 2200 GMT 27 Aug 79 SK] 
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LiHy INDUSTRY 


"TIANJIN RIBAO’ URGES SUPPORTING LIGHT, TEXTILE INDUSTRIES 
Tianjin TIANJIN RIBAO in Chinese 20 Aug 79 p 1 HK 


[Commentators article: "Support a Major Development in the Light and 
Textile Industries" ] 


|ixcerpts] The mew situation in readjusting the national economy has put 
forward to the finance and trade system a glorious yet difficult task: it 
is necessary to go all out to support a major development in the light and 
textile industries. 


This year is the first year of the first battle in the four modernizations., 
A pleasing phenomenon of growing prosperity has appeared on the economic 
front. There have been busy procurement and marketing activities in the 
urban and rural markets. In view of the busy season after autumn harvest, 
even larger quantities of commodities are needed to supply the markets. 

On the other hand, adequate sources of commodities are required to increase 
the export of industrial products. All these things require that there 

be a major increase in industrial production, especially light and textile 
industrial production. At present, the tasks in the production departments 
are very heavy and the time is pressing. There are now only some 4 months 
to the end of the year and there are production schedules for every day and 
even every hour. We must really seize every minute and second. The indus- 
trial departments are subject to relatively great pressure, The finance 
and trade departments must understand their difficulties and share their 
pressure. They must bear in mind what is in the minds of the industrial 
departments and be eager to meet the needs of the industrial departments. 
They should never show any hesitation or procrastination, which would hold 
things up. Finance and trade departments are bridges and links between 
production and the flow of commodities. They are also levers of the economy. 
To expand the flow of commodities and improve supply, the fundamental way 
is to implement the general principle of “developing the economy and insur- 
ing supply.” Production is the basis. Only when production is developed 
is it possible to improve market supply, fulfill financial plans and in- 
crease exports. 


There is plenty of scope for the finance and trade front in supporting 
industrial production, The urgent task is to work well with the industrial 
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departments to dovetail the varieties and quantities of products to be in- 
creased. They must also actively supply information to the industrial de- 
partments regarding the situations of market demand, so that they will pro- 
duce still more marketable light industrial and textile products. 


It is necessary to actively do well in promoting the procurement of indus- 
trial products. This is an important link in supporting production, in- 
suring market supply and increasing exports. Our country has a high popu- 
lation and a poor foundation. Both the levels of production and consumption 
are very low. Judging from the overall situation, the quantities of our 
commodities have not increased. On the contrary, there are shortages. Ic 
is therefore necessary to proceed from this fundamental situation and do 
well in promoting procurement work. In procuring industrial products, com- 
mercial and foreign trade departments must persistently maintain a positive 
attitude, They must sign contracts regarding the products included in the 
plans and persistently procure these products according to plan. Even 
though the supply of some products may be a bit excessive for the time 
being, they must be procured so long as they meet the demand of the masses, 
their quality is up to standard and they are easy to store. 


Doing everything possible to assist light and textile industrial departments 
to solve problems regarding the raw materials and capital required is an 
unshirkable duty of all related finance and trade departments. 


Clearing the channels and expanding marketing activities are effective 
measures of finance and trade departments for supporting production and 
doing well in promoting supply. This year, there has been a relatively 
great increase in urban and rural purchasing power. In particular, the 
peasants’ purchasing power has greatly increased; and it is anticipated 
that the rural markets will become even more active. The peasants have 
actively sold agricultural sideline products in support of the cities and 
have earned momey. However, if they are unable to buy anything with the 
money, their enthusiasm will be hampered. In keeping with the principle 
of giving priority to the cities in the supply of nonstaple foodstuffs 
needed by both the cities and rural areas and of giving priority to the 
rural areas in the supply of industrial products needed by both the cities 
and the rural areas, they must do their best to supply to the rural areas 
more industrial products which are needed there. They must consolidate the 
old marketing areas in north China, northeast China and northwest China. 
At the same time, they must enlarge new marketing areas and also open up 
broad rural markets for Tianjin's industrial products. It is necessary to 
clear the channels through which industrial products go to the countryside. 
Wholesale units must support the retailing business and help the retail 
units in procuring products. They must truly allow all commodities to get 
into the hands of the consumers. It is necessary to do well in making 
arrangements for the rural markets in suburban areas and counties, 
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LIGHT INDUSTRY 


BRIEFS 


GUANGDONG CHEMICAL INDUSTRY--Guangzhou, 16 Aug--The chemical industry in 
Guangdong Province has made much progress in the course of readjustment. 

The total output of nitrogenous fertilizer in the first half of 1978 reached 
more than 840,000 dan or 34 percent more than in the same period last year. 
This province has more than 90 small nitrogenous fertilizer plants. [Beijing 
XINHUA Domestic Service in Chinese 02046 GMT 16 Aug 79 OW] 


GUANGDONG CHEMICAL FERTILIZER--In the first half of this year, the output 

of nitrogenous fertilizer from the 90 medium and small nitrogenous fertilizer 
works in Guangdong increased by 34 percent over the corresponding peviod of 
last year, despite the fact that five such works had shut down while 14 others 
stopped production for rectification. The total output was 840,000 tons. 

The coal consumption for each ton of synthetic ammonia was reduced by 228 

kg, while the electricity consumption was reduced by 71 kilowatt-hours. 

Losses in the enterprises were reduced by 300,000 yuan over the correspond- 
ing period of last year. [Guangzhou Guangdong Provincial Service in Mandarin 
2330 GMT 16 Aug 79 HK} 


HELLONGJIANG INDUSTRIAL LOAN--In addition to increasing capital investments 
in light and textile industries, Heilongjiang Province recently allocated 
another 11 million yuan as a technological loan to further develop the pro- 
vince’s light and textile industrial production. The loan will mainly be 
used by Light and textile industrial departments to tap production poten- 
tial, carry out technological innovations, improve product quality and in- 
crease the variety of products. [Harbin Heilongjing Provincial Service in 
Mandarin 1100 GMT 15 Aug 79 OW) 


HETLONGJLANG TRADE FAIR--Heilongjiang’s light industria! and textile products 
trade fair opened in Harbin on 15 August. The fair was sponsored by the pro- 
vincial light industrial bureau, in preparation for the upcoming national 
light industrial and textile products trade fair. A variety of textile, 

food and light industrial products are on display at the exhibition hall, 
testifying to the gratifying achievement made by the provincial light in- 
dustrial and textile front in improving product quality, producing popular 
brand products and increasing product varieties. [Harbin Heilongjiang Pro- 
vincial Service in Mandarin 2200 GMT 15 Aug 79 OW] 
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HELLONGJLANG CITY INDUSTRIAL SITUATION--The Qiqihar Municipal Party and revo- 
lutionary committees have taken effective measures to ectrengthen industrial 
production. In the first 6 months of this year, Qigihar city's industrial 
output dropped 6.7 percent as compared with the same period of the past year, 
and the profit level of local industria! enterprises was 56.3 percent below 
that in the same period last year. The municipal CCP Committee held an en- 
larged meeting of its standing committee in early July. Participants un- 
animously held that industrial output was not satisfactory in the first 6 
months of this year mainly because the municipal CCP Committee failed to 

pay close attention. Therefore, the municipal CCP Committee has strengthened 
its leadership over industrial production. The municipal CCP Committee has 
formed five inspection teams to conduct investigations and help the enter- 
prises solve problems. [Harbin Heilongjiang Provincial Service in Mandarin 
1100 GMT 6 Aug 79 OW] 


HELLONGJLANG LIGHT, TEXTILE INDUSTRIES--The provincial economic commission 
held a meeting on power supply for the light and textile industries on 26 
July. The meeting decided to take special measures to provide more power to 
the light and textile industries. The meeting decided to (?reduce produc- 
tion) and euspend construction of 11 small iron and steel factories and 27 
small chemical fertilizer factories, have large power consumers such as 
coal mines and steel mills cut power use by 1 to 5 percent and close down 
electric (?batteries and furnaces) outside of state plans. This will save 
more than 66 million kilowatt-hours of electricity for use by the light and 
textile tndustries in the second half of the year, about 10 percent of the 
total power requirements of the light and textile industries. The various 
prefectures and cities and power departments are also setting up special 
power transmission lines for 77 key light and textile industrial enter- 
prises. [Harbin Heilongjiang Provincial Service in Mandarin 2200 GMT 

6 Aug 79 OW] 


HUBEI TEXTILE--The July total value of textile industrial output in Hubei 
reached 251.12 million yuan, which is 10.69 percent of the yearly plans 

and 9.81 percent of the plans of increasing production, an increase of 9.66 
percent over June. Output of the main products including cotton yarn, cot- 
ton cloth and dyed cloth increased by 10.19, 7.1 and 3.13 percent over June. 
[Wuhan Hubei Provincial Service in Mandarin 1100 GMT 22 Aug 79 HK] 


JIANGXI PREFECTURE PROMOTES INDUSTRY--By the end of July, Fuzhou Prefec- 
ture’s total value of industrial output reached 42 million yuan, an increase 
of 21.21 million yuan as compared with July, 1978. [Nanchang Jiangxi Pro- 
vincial Service in Mandarin 1100 GMT 12 Aug 79 HK] 


SHANGHAI CHEMICAL INDUSTRY--The Shanghai Petrochemical Research Institute and 
the (Jiahe) chemical works in Shanghai have achieved success in multipurpose 
use of carbon 4 and carbon 5. They utilized carbon 4 and carbon 5 to pro- 
duce synthetic fiber and resin and at the same time reduced pollution. 
[Shanghai City Service in Mandarin 1130 GMT 18 Avg 79 OW] 
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SICHUAN INDUSTRIAL OUTPUT--The industrial and commafications front of Si- 
chuan Province has made achievements in carrying out in depth the campaign 
to increase production and practice economy. The total industrial output 
value for the first half of 1973 was raised by 9 percent and the rate of 
profits raised by over 20 percent compared with the same period last year. 
The semiannual production targets for 56 principal products were either ful- 
filled or overfulfilled. This includes: Cotton yarn, cotton cloth, silk, 
machine-made paper, chemical fertilizers, steel, pig iron, coke, lumber and 
cement. [Beijing Domestic Service in Mandarin 1200 GMT 11 Jul 79 OW] 


"QUALITY MONTH ACTIVITY’ RALLY--According to a station source, the Tianjin 
Municipal Revolutionary Committee on the afternoon of 30 August held a 
radio-TV rally, on the second quality month activity. Attending the rally 
were responsible comrades and representatives of technicians and workers 
from various bureaus, companies, plants and enterprises of industrial, 
communic?:ions, capital construction and ‘inancial and trade fronts, total- 
iny mvre than 1,100 persons. Comrade L* Zhongyuan, vice chairman of the 
Tianjin Municipal! Revolutionary Commitiee, spoke at the rally. This rally 
summed up the achievements scored by the industrial and communications 
fronts throughout the municipality in improving the quality of products 
after the tirst quality month activity in last year and discussed the pro- 
blems existing in work. The rally held: Over the past 1 year, the broad 
masses of staff and workers on the industrial and communications fronts 
throughout the municipality have warmly responded to the call of the state 
economic commission on carrying out the quality month activity and leading 
organs at all levels have paid great attention to this work, thus scoring 
substantial achievements in this regard. [Excerpts] |Tianjin City Service 
in Mandarin 1330 GMT 30 Aug 79 SK] 
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CAPITAL CONSTRUCT ION 


TAN QILONG'S PLEDGE TO SOLVE XINING WATER PROBLEM FULFILLED 
Beijing XINHUA Domestic Service in Chinese 1407 GMT 1 Sep 79 OW 


[Excerpts] Xining, 1 Sep--The difficult water supply problem that has 
bothered the residents of Xining Municipality for years has been funda- 
mentally solved today as a new water project was put into operation to 
provide an additional 30,000 tons of potable water each day. This is 
approximately 50 percent of the previous daily amount of water provided 
to the municipality. 


Xining is a new industrial city on the Qinghai plateau. Its population has 
increased from 70,000 to the present 520,000 over a time span of 30 years 
but its water system failed to increase the supply. 


After the overthrow of the "gang of four," Comrade Tan Qilong, first secre- 
tary of the Qinghai Provincial CCP Committee, pledged wholehearted efforts 
to do several good things for the people and, first of all, to solve the 
water shortage problem in Xining. In August of 1977, the state capital 
construction commission approved an investment appropriation. of over 18 
million yuan for a new Xining water supply project. 


This project consists of 13 deep-well pumping plants, a 40 kilomecer-long 
water pipeline, a chloride treatment station, two 2,000-ton wate: regula- 
ting tanks and a number of auxiliary facilities. It is one of the Qinghai 
Province's major construction projects, This new water project has a 
capacity of 70,000 tons but is presently limited to 30,000 tons as the old 
water pipes of the municipality are too small and some areas do not even 
have water pipes installed. 
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CAPITAL CONSTRUCTION 


READJUSTMENT OF CAPITAL CONSTRUCTION STRESSED 
Beijing RENMIN RIBAO in Chinese 22 Aug 79 p 1 HK 
{Editorial: "Capital Construction Must Be Resolutely Readjusted"] 


[Text] The resolute readjustment of capital construction has been dis- 
cussed at great length. Judging from the progress of its implementation, 
vigorous efforts are still necessary to make readjustment effective. Follow- 
ing, the 3d plenum of the llth party Central Committee, the state council 
decided to readjust the national economy in 3 years’ time. In implementing 
the readjustment policy, the emphasis of the capital construction front 

has been placed on checking projects under coustruction and curtailing 
capital construction. In many areas, number of cancelled or postponed pro- 
jects include those which lack adequate supplies of raw materials, fuel 

and power or completed small industrial projects that have suffered losses. 
The various departments under the state council have also initially checked 
large and medium-sized projects and recommended that some of them be can- 
celled or postponed, The authorities in many areas which have followed 
clear-cut guiding ideology have more firmly readjusted projects and acted 
faster and in a more down-to-earth manner than other localities. The Sichuan 
Provincial CCP Committee has advocated curtailing those capital construction 
projects that are not urgently needed and which lack the necessary conditions, 
and has promoted light industrial and textile projects. After checking 
dozens of small steel plants under construction, the Henan provincial authori- 
ties have cancelled or transferred them to other production sectors. In re- 
cent years, some industrial departments have suffered from an overextended 
capital construction front so they are more determined to reduce the scope 
of capital construction projects, Generally speaking, various areas and 
departments have done a good dzal of work in the past few months in check- 
ing projects under construction and have achieved certain results. This 

has had a braking effect on the practice of expanding the scale of capital 
construction and the number of capital construction projects. However, we 
must also see that although some progress has been made in the work of 
checking projects under construction, it is still far behind that requested 
by the state. The most outstanding problem is that the scale of capital 
construction is still too large and that the number of projects has not 

been effectively curtailed, Many people are worried that if resolute 
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measures are not taken this year, the readjustment plan will fall through 
and that curtailing capital construction will be just empty talk. 


To succeed in this major task, it is first of all necessary to raise our 
consciousness of the need to implement the readjustment policy. The 
problem ot an overextended capital construction front and the need to cur- 
tail and readjust it has in fact been explained in detail. However, 
despite the presentation of facts and the clarification of dubious points, 
some leading cadres even now tend to view things and approach problems 
differently. Some people talk about an overextended capital construction 
front and pay lipservice to curtailing and readjusting capital construction, 
Actually they do not admit that there is any imbalance and do not think 
that it is necessary to make a readjustment. The key issue in the policy 
of “readjusting, restructuring, consolidating and improving" is read just- 
ing. When it comes to the actual handling of capital construction in each 
area or unit, however, some leading cadres just shout slogans but take no 
action; others take a wait-and-see attitude and leave things to chance; 
still others are undecided, unable to make up their mind, lack determina- 
tion and fail to march forward to make readjustments. Under these circum- 
stances, how can we do a good job in readjustment and fulfill readjustment 
tasks’? To solve these ideological problems, we must increase our ideo- 
logical understanding and our consciousness of the need to implement the 
readjustment policy. 


Some people appear quite satisfied with the state of the national economy 
in the previous 2 years and therefore find the proposed readjustment rather 
unexpected, Some comrades do not realize the serious imbalances in the 
national economy caused by the prolonged sabotage of Lin Biao and the "gang 
of four" nor are they aware of the potential contradictions in economic 
work. As we all know, the scale of our capital construction must be adapted 
to our country's financial and material resources. Whether it is or not 
makes the difference between economic stability and instability. Only by 
recognizing this can we prevent the danger of undertaking capital construc- 
tion at a scale beyond our national capabilities. The scale of capital 
construction is not determined by the amount of investments, but by the 
availability of materials, The production departments must be given first 
priority in the supply of materials to guarantee their minimum requirements, 
and only what is left over can be used for capital construction. This is 
what we have often said: We must follow the order of production first, 
construction next. Since the founding of the PRC, we have drawn lessons 
from undertaking construction projects which were too large in scale and 
beyond our financial and material means. As a result, we have suffered. 
For many years we have called for the concentration of forces to fight a 
battle of -nnihilation in undertaking capital construction. Instead, we 
have often fought battles of attrition, thus investing considerable funds 
in projects that have yielded very poor results. 


Read justing the scale of capital construction is the key to doing a good 
job in readjusting the national economy. By readjustment, we mean 
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directing our attention to the serious imbalances in the economy caused by 
the long interference and sabotage of Lin Biao and the “gang of four" and 
making conscious efforts to readjust the proportionate economic relations. 
To readjust, there have to be increases and decreases, advances and re- 
trenchments. If there are only increases but no decreases, only advances 
but no retrenchments, then there will be no readjustment to talk about. The 
purpose of curtailing the scale of projects is to allow other projects to 
advance. If this is not done, it will be impossible for certain projects 

to advance. It is worth paying attention to the following facts: Of the 
cancelled and postponed large and medium-sized projects that are not in- 
cluded in this year's state plans, quite a few have in various forms again 
been included in the construction plans of various departments and areas. 
Among the cancelled and postponed projects, there are more postponed than 
cancelled projects, while projects are postponed only to be started again 

at an opportune moment. Some units have lied about postponing projects, 
while in fact they are trying in every possible way to save the projects 

and keep them intact. While construction investments in the national budget 
have been cut back, construction using self-raised capita] and other invest- 
ment arrangements have tended to expand. Investigations in six provinces 
and municipalities with good industrial foundations have shown that their 
self-raised funds have surpassed the state-approved targets by 30 percent, 
and so on and so forth. This situation must be quickly corrected, Other- 
wise, the capital construction front will be further extended. In handling 
affairs, we communists must seek truth from facts. Those projects on which 
decisions have been made to cancel or postpone them must be cancelled or 
postponed. Under no circumstances can they be “cancelled or postponed in 
public but constructed under cover." Anyone who plays tricks to deceive 

the state must be exposed, criticized and educated and, in serious cases, 
duly punished. 





In the priority order of agriculture, Light industry and heavy industry, 
efforts should be made to strengthen such weak segments as agriculture, the 
light and textile industries, the coal and power industries, transportation 
and communications and the building materials industry as well as under- 
takings that have a direct bearing on the people's livelihood, such as 
housing, culture and education, public health and urban public utilities. 
The purpose of readjustment cannot be achieved if the percentage of a de- 
crease in investment, when determined, is applied "equally" to all projects 
undertaken by all trades and professions or if investments in all projects 
are cut back according to the same proportion. If that were to happen, the 
serious imbalance in the proportionate relations in the national economy 
could not be overcome. This method of “having everyone get a crew cut" or 
“demanding uniformity in everything" can be used to “save trouble" and 
“sidestep contradictions," but it is very disadvantageous to the purpose of 
readjustment as a whole. Therefore, we must take the overall situation into 
consideration, work painstakingly and meticulously, uphold principles, over- 
come all obstacles and do a good job in making readjustments. We must have 
the courage to reveal contradictions and correctly handle them. To "save 
trouble" now and on the spur of the moment should not be encouraged, 
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To shorten the capital construction front, we must start by making an 
inventory of the projects under construction. By making an inventory of 
the projects under construction, we are aiming at resolutely suspending 
those projects that currently are not urgently needed by the state and 
those whose construction lacks the necessary conditions, This is to make 
sure that the projects urgently needed by the state will be built quickly 
and be completed and put into operation on time. After making this inven- 
tory, we must resolutely and mercilessly cancel a number of construction 
projects. If we do not do so, readjustments on the capital construction 
front cannot really be made. When many projects under construction were 
undertaken in the past, no efforts were made to study feasibility plans, 
to conduct comparative tests and achieve a comprehensive balance between 
technology and economics or to follow the schedule of capital construction. 
Plans were carelessly worked out before construction was begun and this 
was especially so in approving designs. There was no rational planning in 
determining the scale of construction nor in coordination and progressive 
development. While some projects proceeded rationally when they were 
started, they became irrational in a pronounced way when conditions changed. 
This calls for a rechecking of the original designs on the basis of the 
policy of readjusting the national economy and in conjunction with making 
an inventory of the projects. It is necessary to recheck those large and 
medium-sized projects that reveal irrelevancies in their scale of construc- 
tion, coordination relationship and progress in construction to make sure 
that construction will from now on proceed smoothly. In determining in- 
creases or decreases, attention should be given to factors like the promo- 
tion of rapid and proportionate development of the national economy not 
beyond the financial and material resources of the state and whether the 
projects themselves possess the necessary conditions for coordination. We 
must no Longer continue the practice of undertaking projects regardless of 
their material resources, energy sources and transportation and communica- 
tions facilities. After making this inventory, we must resolutely and 
mercilessly cancel a number of construction projects. Failure to do so 
means that readjustments on the capital construction front cannot really 
be made. 


In making an inventory of the projects under construction, stress should be 
placed on large and medium-sized projects. According to a survey made in 
the five major regions--the northeast, the north, the northwest, the central- 
south and the southwest--most of the projects that have thus far been can- 
celled or postponed are small local projects. Even if all such small pro- 
jects are cancelled, Little money will be saved. It is large and medium- 
sized projects that need large amounts of investments, building materials 
and equipment, as well as long building time. If the readjustment of these 
projects is not successfully made, problems on the capital construction 
front cannot be readily solved, Readjustment, therefore, will be out of 

the question if large and medium-sized projects are not touched, The state- 
budgeted investment in capital construction accounts for 89 percent of the 
total amount of investments in capital construction. The investments in 
projects directly under central departments and in those whose building 
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materials and equipment are directly supplied by the central departments 
makes up 79 percent of the state-budgeted investment. To shorten the 
capital construction front, we must start with these construction projects 
am! effectively eliminate the phenomena in which major departments over- 
stock large quantities of materials and there is a great amount of waste 

in the construction of key projects. Planning and capital construction 
commissions and finance and statistics departments at all levels should 

pay special attention to inspecting and supervising the construction of 

key projects and imported ones. If this is not done, the capital con- 
struction front will not be shortened and readjustments will not be success- 
fully made, This of course does not mean that there is no need to make an 
inventory of small local construction projects and to readjust them, On 

the contrary, small projects of the "five small industries" and the industry 
in support of agriculture that are run at a loss after completion must be 
thoroughly checked and resolutely readjusted. 


In shortening and making adjustments on the capital construction front, 

it is also necessary to deal successfully with that which happens after 
cancelling and postponing projects. We must prevent the situation in which 
confusion and serious losses occur because leaders wash their hands of the 
business at the first mention of cancelling or postponing a project. In 
dealing with cancelled or postponed projects, leading bodies must abide by 
their commitments and under no circumstances should they quit their jobs 
without permission, All construction materials, equipment and supplies 
are to be entered into the books and allocated to subordinate units to ease 
shortages. Funds, materials and accounts receivable and payable should be 
settled and accounted for in the books to prevent misappropriation. All 
technical materials and those related to engineering and construction 
should be properly filed. Building maintenance should be in good hands. 
It is necessary to draw up plans for setting aside funds for maintaining 
completed engineering projects and for purchasing equipment. Care should 
be taken to prevent damage to the means of production and livelihood, 
office furniture and means of transportation to prevent the misappropria- 
tion and unauthorized transfer of these items for personal use. Dealing 
with projects that have been cancelled or postponed is complicated and 
difficult. This should be dealt with successfully by various areas and 
departments according to the nature of the items and through an exchange 
of experience in a timely way. 
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CAPITAL CONSTRUCTION 


HEITLONGJIANG CONSTRUCTION--Harbin, 17 Aug--To solve problems expeditiously 
involving key construction projects, the city planning committee, the economic 
committee and the construction committee of Harbin Municipality, Heilong- 

jiang Province, have set up a joint office thereby speeding up the progress 

of construction. Harbin Municipality has a total of 108 construction projects 
in its 1979 plan. Of 12 major projects, three have already been completed. 
[Beijing XINHUA Domestic Service in Chinese 0206 GMT 17 Aug 79 OW] 


TANGSHAN RECONSTRUCTION--After more than 1 year of preparatory efforts, con- 
struction of large projects designed to rebuild Tangshan has been started. 

By the end of June, the projects under construction reached a total floor space 
of 2.36 million square meters, 420,000 square meters of which were those of 

the completed projects. Among these completed projects, housing units ac- 
counted for 290,000 square meters and projects for production purposes 130,000 
Square meters. Under the concern of Comrade Hua Guofeng and other central 
leading cadres who have made several trips to Tangshan and given instruc- 

tions on how to rebuild the quake-stricken area, and the arrangements made 
by the state council's joint work group and Hebei Provincial Party Committee, 
an overall plan was drawn by city planners from Shanghai, Liaoning and Hebei, 
and blueprints of the projects were designed by the experts, professors and 
engineers from Beijing, Tianjin, Hunan, Sichuan and Hebei, and the over 

2,000 surveyors and technicians from 14 provinces and municipalities and 
other departments concerned spent more than 1 year in geological survey, 
planning, designing and city administration projects and other work. Now 

a construction contingent of more than 90,000 people from Tangshan and var- 
ious other localities has arrived at the construction site. Their main ef- 
forts are the building of workers’ quarters, public buildings and city ad- 
ministration projects. [Beijing Domestic Service in Mandarin 1200 GMT 27 Jul 
79 OW] 
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WORKERS* HOMES IN LIAONING--Shenyang, 28 Aug--The heavy industrial centre ot 
Liaoning Province in NortheastChina has put up new workers homes with a total 
floor space of 1.18 million square metres in the first seven months of this 
year, tar greater than in the same period of last year. Another four mil- 
lion square metres of new homes are under construction. Most of the new 
housing consists of four to six story buildings in big and medium-sized 
cities. The presidential areas have stores, schools and kindergartens. 
Trees and grass have been planted around the buildings. The allocation for 
housing construction in the province is 730 million yuan this year. Of this, 
410 yuan will come from local governments and enterprises, a bigger sum than 
for any previous year. New homes are being built according to plans made by 
the districts in which they are located. One hundred building teams have 
been set up to undertake the construction projects. Slabs, big, hollow 
bricks and other building materials which are light in weight, shock-proof 
and of high strength have been turned out this year for housing construction. 
[Beijing XINHUA in English 0228 GMT 28 Aug 79 OW] 
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POREIOCN TRADE 


CLOSER TIES WITH HONG KONG FORECAST 
Hong Kong SOUTH CHINA MORNING POST in English 23 Aug 79 p BN 16 


[Text] A closer working relationship between China and Hongxong is 
expected to be established on customs matters when representatives of 
both governments meet in Peking for a United Nations seminar. 


The principal trade officer in charge of the certification branch of the 
Trade, Industry and Customs, Mr P. C. Leung, will join a United Nations 
minsion going to Peking. 


The seminar will discuss the implementation of generalised schemes of 
preferences in order to assist officials of China in the operation of 
the various tariff schemes. 


The mission, organised by the United Nations Conference on Trade and Devel- 
opment (UNCTAD) and the United Nations Development Programme (UNDP) 

will provide up-to-date information on the various GSP schemes, and allow 
the exchange of experiences on the implementation of these schemes. 





The seminar is scheduled from September 3 to 7. 


llongkong is included as a beneficiary in nine different GSP schemes ope- 
rated by 17 countries--Australia, Austria, Canada, the nine members of 
the European Economic Community, Japan, New Zealand, Sweden, Switzerland 
and the U.S. 


Hongkong has been certifying GSP exports since July 1971 when the EEC's 
scheme was introduced. 


Last year, about 21 percent of the value of our total domestic exports 
were covered by Forms A issued under the various tariff schemes. Of 
these CSP exports, 38 percent went to the U.S. and 45 percent to the &EC. 


So far China has been included as a beneficiary in the GSP schemes ope- 
rated by Australia, New Zealand, Norway and Switzerland. 
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FOREIGN TRADE 


TRADE WITH HONG KONG SHOWS INCREASE 


Hong Kong SOUTH CHINA MORNING POST Business News Supplement in English 


ll Aug 79 p 1 


[Article by Julie Auyeung] 


[Text ] 


All sectors of Hongkong’s 
trade with China recorded ro- 
bust increases in the first half 
of the year, evidently a result 
of China's open-door policy 
and modernisation pro 


the two long-tirne trading 


partners 


Statistics 


$6 408 bilhon 
last year’s $4.58! ballon 


While Japan is Hong- 
kong's largest source of im- 
ports, China is still a mayor 
suppher of consumer 
and foodstuffs includin 
vegetables, fruits, food a 
we animals, beverage and 
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FOREIGN TRADE 


TWO PROVINCES MOVE AHEAD IN PROMOTING JOINT TRADE VENTURES 


Hong Kong SOUTH CHINA MORNING POST in English 23 Aug 79 p BN 16 


lArticle by Julie Auyeung] 
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Hong Kong SOUTH CHINA MORNING POST Business News Supplement in English 
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FOREIGN TRADE 


GOVERNMENT SETS UP ZONE FOR FOREIGN INDUSTRY 


Hong Kong SOUTH CHINA MORNING POST in English 14 Aug 79 p ll 


[Article by Victor Su, real estate editor] 


[Text] has officially of illegal immigrants to 
a scheme to set 
up a special industrial nthe Mayr ate ote a 
sone in How on the dom the scheme with 
Chinese side of Deep Bay. provincial authorities. 

A Shumchun icipal Construction has started 
Council said le pg tm GL 
-night the giant industrial es- a 24-mile water pipe 
tate has been earmarked for taking the special area in 

and foreign manu- Sheh How with Shih Li 
facturing plants, Reservoir, a 4.2-mile highway 
t So Sas cases + linking Nan Tew port and a 

spokesman ma- large power 
chi y, equigment ent raw A ~ ay textile 
materials certified by the industrialist has donated for- 

-based China Mer- mer Hongkong Electric 
chants Shipping and Naviga- generators to set up the power 
slot ion | Chins lans to invest 
to be i i 

But, he pointed out, the HK$i80 in the power 
special zone is not a “tax free a> ten 
port” or a “free trade zone.” es | one 7 

There will be pee, san, eign Ousinessmen have 

yas one ae KEK, - 
or industrial enterprises set tea he 
7 ne F is the The maior edvantege, o> 

arca is , 
first of its kind for f cording to 60 ennamed lndue 
industrial enterprises in the i aren i abou . 
Mb wd oe me It would take a fast cruiser 
man, will be fenced with | —uarrerherbate: maser 
only authorised people al- a , 
lowed to travel and live there sais gre, the industrialat 
the measure has been i aay Chinese work 
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FOREICN TRADE 


JOLNT VENTURES IN SUMCHUN STILL IN DOUBT 


Hong Kong SOUTH CHINA MORNING POST Business News Supplement in English 
20 Aug 79 Pp l 


{Text | aREens Sonera np Sige 6 enter Ske Deis Caneel 
with Chinese authorities in Shumchun, but are doubtful if 
oe 6 OS See ee oa Sa 


efficremt than the press 
niuieaaults dom acne den, 

ae Ge ep © Rees Ss a Se 
capital they found ap ee ee, co-operative 
“willing to discuss nearly every aspect of investment and 
management ~ 
However, the Hongkong investors were anxious to find out 
how income and eo es a ee 


remitted out of 
“Foreign pusiecsemen en the telp were were especially interest- 
od in finding ovt details of the joint vont = ky ay! eal 


the director of China Promotion Ltd, Mr 7 Peter Pan, s3 
wee Ge Seay & Se eee the Chinese 
officials than before and described it as an “encouraging” 


we has good potential for further development,” 
sa 

Workers of Shumchun factories have a better standard 
of living than workers in other areas and are more willing to 
adjust to requirements of the investors, he added. 

Some skilled workers earn as as 200 yuan (about 
$670) a month, whereas ordinary workers earn only about 30 
yuan ($100) a month. 

Mr Pan said visiting businessmen were told that Chinese 
officials in Shumchun have been given the power to grant 
special en oe business ventures they consider fit. 

However Andrew Kie, also director of China Promo- 
tion Lid, Se Se Shumchun officials have been 


Oe ib cnteseeged Ghat ony ventas soquising enses then 38 
million yuan (about $100 million) in foreign capital must be 


approved by Peking. 

“I think there must be further clarification from Peking 
sooner or later concerning the investment code, as well as 
income and profit tax,” He said. 

He also pointed out that China's limited y of raw 
materials and lack of advanced technology is in the 
small number of compensation trade contracts between 


f investors and China. 
Phere are comparatively few firms entering into 


compen: 

sation trade contracts with China, obviously because it lacks 

a rr ee aT 

sa 

“One party entered into a joint venture with 

the Shumchun suthoritiea recently to run a restaurant which 

would serve soft drinks, wines, and many varieties of food 
imported from Hongkong.” Mr Kie said. 
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TRADE, INQUIRY CENTERS TO BE SET UP 


Hong Kong SOUTH CHINA MORNING POST in English 29 Aug 79 p BN l 
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BRIEFS 


HOTEL TO USE NEON--The somewhat staid Tung Fang hotel in Guangzhou will 
soon glitter with neon lights when it begins to accept advertisements. 
The hotel has appointed a Hongkong company, Enterprise International, to 
act exclusively on its behalf in its effort to go “commercial.” The 
general manager of Enterprise International, Mr C. P. Ho, said Tung Fang 
is open to the placement of advertising signs, lightboxes and neon signs 
inside the building and on its grounds. Mr Ho, who returned from China 
yesterday, said a number of advertisers had already inquired about book- 
ing space and he anticipated very positive response particularly with the 
approach of the autumn Canton Fair. The hotel stands opposite the fair 
grounds and is a focal point for businessmen and tourists, not only from 
Hongkong but from all over the world. [Text] [Hong Kong SOUTH CHINA 
MORNING POST Business News Supplement in English 21 Aug 79 p BN 1} 


TV ADVERTIZING AGENTS--HK-TVB International jointly with Wen Wei Po have 
been appointed by the Shanghai Television Station as exclusive advertis- 
ing sales agents in Hongkong. The agreement to be signed today will give 
TVB and Wen Wei Po responsibility for all aspects of TV advertising on 
the Shanghai Station (Channel 5). HK-TVB International Ltd is a wholly- 
owned subsidiary of TV-Enterprises Ltd and a sister company of HK-TVB 
while Wen Wei Po is a Chinese language newspaper. With the agreement, 
advertisers from Hongkong and overseas will gain direct access to the 
growing market in China. Shanghai is the country's biggest city with a 
population of about 12 million. Estimates as to the number of TV sets 

in Shanghai city alone vary from over 800,000 to one million. But the 
area covered by the Shanghai Television Station goes beyond the city to 
such provinces as Zhejiang and Anhui, so the total number of homes reached 
by Shanghai TV is more than 3.5 million, according to HK-TVB. [Text] 
{Hong Kong SOUTH CHINA MORNING POST Business News Supplement in English 
29 Aug 79 p BN 1] 
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